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THE AGRICULTURAL ACT OF 2014
IMPLEMENTATION AFTER ONE YEAR
AND FARM CREDIT ADMINISTRATION

PENDING NOMINATIONS

Tuesday, February 24, 2015

UNITED STATES SENATE,
COMMITTEE ON AGRICULTURE, NUTRITION, AND FORESTRY,
Washington, DC

The Committee met, pursuant to notice, at 9:35 a.m., in room
328A, Russell Senate Office Building, Hon. Pat Roberts, Chairman
of the Committee, presiding.

Present: Senators Roberts, Cochran, McConnell, Boozman,
Hoeven, Perdue, Ernst, Tillis, Sasse, Grassley, Thune, Stabenow,
Bennet, Gillibrand, Donnelly, and Casey.

STATEMENT OF HON. PAT ROBERTS, U.S. SENATOR FROM THE
STATE OF KANSAS, CHAIRMAN, COMMITTEE ON AGRI-
CULTURE, NUTRITION, AND FORESTRY

Chairman ROBERTS. Good morning, members of the Committee.
I call this meeting of the Senate Committee on Agriculture, Nutri-
tion, and Forestry to order.

As our first order of business, it is only right that we recognize
and appreciate and honor our chairwoman of the past four years
and the tremendous amount of good work she accomplished during
a very, very difficult time. Senator Stabenow is a dedicated, and
sometimes even fierce, leader of agriculture policy, whose tenacity
successfully carried a Farm Bill across the goal line when many be-
lieved it just simply could not be done.

At times we may have disagreed on certain aspects of the policy;
that is to be sure. But we always agreed—we always agreed—on
the importance of providing the stability to America’s producers,
and that only comes with a five-year bill.

Madam Chairwoman Emeritus, as a sign of our appreciation of
your service, we present to you the chairwoman’s gavel, the same
gavel you used to keep us all in line.

Senator STABENOW. Thank you very much.

Chairman ROBERTS. There are several dents on the gavel.

[Applause.]

Senator STABENOW. Thank you.

All right. That is wonderful. Thank you very much.

Chairman ROBERTS. Please do not hit me with that again.

Senator STABENOW. That is really terrific. Thank you.

Chairman ROBERTS. While——
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Senator STABENOW. Senator Bennet just missed this. Mr. Chair-
man, I apologize.

Chairman ROBERTS. Are you a member of this Committee, Mi-
chael? I seem to recall that.

Senator BENNET. Did you let me back on?

Chairman ROBERTS. Yes.

Senator STABENOW. This is the gavel that we used to knock up
the Farm Bill. So thank you.

Chairman ROBERTS. We also have the sound up too far.

We also want to present you with this picture.

Senator STABENOW. Oh.

Chairman ROBERTS. This is obviously you whispering advice to
me at the appropriate time. I am awake in this picture.

Senator STABENOW. You are awake. That is actually quite im-
pressive.

Chairman ROBERTS. It says “Madam Chairman—Chairwoman,
pardon me, appreciate your always good advice. Cherry trees for-
ever. Pat Roberts.”

Senator STABENOW. Thank you.

Chairman ROBERTS. We have another:

Senator STABENOW. Thank you very much. You are giving me too
many things.

Chairman ROBERTS. Just to show that there were times
when

Senator STABENOW. My goodness.

Chairman ROBERTS. —it was not so serious and we did get along.
“Must have been funny. Best wishes. Pat Roberts.”

You are absolutely

Senator STABENOW. I am enthralled.

Chairman ROBERTS. You are enthralled.

Senator STABENOW. Yes, yes. That is great.

Chairman ROBERTS. I would not have thought of that word. I ap-
preciate that.

[Laughter.]

Senator STABENOW. You are putting these in your office, I sup-
pose?

Chairman ROBERTS. No. You can do—with all due respect and
with some degree of hesitancy, you can do with them what you
would like.

[Laughter.]

Senator STABENOW. Well, thank you. I have a place of honor.

Chairman ROBERTS. We would also be deficient if we did not
state a well-deserved thank you to our Appropriations Chairman
and my friend, Chairman Cochran, for leading the loyal minority
side of this Committee over the past two years. Agriculture is cer-
tainly fortunate to have an Appropriations Chairman with such ex-
perience and a knowledge of the challenges facing our producers,
and so we want to thank Thad as well.

I am both humbled and honored to serve as your Chairman, the
first modern history, I am told, to have held the gavel for this illus-
trious Committee in both the House and the Senate.

The Agriculture Committee has a long history of caring more
about the issues than the ideology, more about the people than the
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party. It is in this spirit of service that I will guide our Commit-
tee’s work with three principles in mind.

The first is that this Committee will be the platform for Amer-
ica’s farmers, ranchers, small businesses and rural communities,
school children and the hungry, to raise their concerns. Too often
I have heard from my constituents that they feel ruled and not gov-
erned. We will work to ensure that the voices of our constituents
are heard by their government. We will be their champion.

Second, in this Committee we will conduct thorough and vigorous
oversight of the activities of the departments and agency within
our jurisdiction and those that impact our constituents. It is our re-
sponsibility to ensure that our government operates efficiently, ef-
fectively, and in a responsible manner to our taxpayers.

Finally, this Committee will conduct its legislative business in an
open and transparent way that provides our members opportunities
to work across the aisle for the betterment of our constituents.

As we look around this Committee, we see a wealth of experience
in former and current chairs of not only our Committee but others
in the Senate as well as a welcome infusion of new blood. I wel-
come Senator David Perdue of Georgia, Senator Joni Ernst of Iowa,
who will be introducing a witness, as along with David, and Sen-
ator Ben Sasse from Nebraska to the Committee, and Thom Tillis
also, from North Carolina.

I have met with each of these members. We have gone over their
priorities. I am excited about the fresh ideas and the enthusiasm
that they will bring to our challenges.

We have a great challenge ahead of us in this Congress, but I
am confident, with all of your help, we will succeed.

Now today’s hearing is a little unique and a little special. Not
only are we beginning our work in this new Congress, but we are
also going about things just a little differently. Today, we will con-
duct our first oversight hearing of the one-year-old Farm Bill by
hearing from farmers, i.e., producers, first, then the administra-
tion.

It is my hope that our witnesses will be able to bring forward
testimony of their challenges and successes of the new Farm Bill
and that then we and the Secretary will work to address the chal-
lenges raised by our four witnesses and by others who have
reached out to our Committee members.

We want to especially thank Secretary Vilsack for his willingness
to try something new today. I believe this hearing will send a
strong message to America’s farmers and ranchers that their gov-
ernment is listening to them and that we can, and will, work to-
gether on their behalf.

Finally, today’s third panel includes two nominees to serve on
the Board of the Farm Credit Administration. I will have more to
say about them and the FCA later, but I welcome Mr. Hall and Mr.
Tonsager and their families to this Committee.

With that, I will recognize our Chairwoman Emeritus, Senator
Stabenow, for any remarks that she might want to make.
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STATEMENT OF HON. DEBBIE STABENOW, U.S. SENATOR
FROM THE STATE OF MICHIGAN

Senator STABENOW. Well, thank you very much, Chairman Rob-
erts. First of all, thank you for your graciousness this morning and
for the willingness to allow me to have the gavel from this last ses-
sion where we worked together so closely in putting together the
Farm Bill.

Let me stress again that you really do deserve special congratu-
lations for becoming the first person to chair both the Senate and
the House Agriculture Committees. You are a champion for farm-
ers and ranchers in your state. The people of your state, they are
lucky to have you sitting in that seat.

We actually began our partnership officially four years ago with
your visiting East Lansing, the home of Michigan State University,
my alma mater.

Senator Roberts was willing to wear green and white at that
time. I then reciprocated in Wichita, Kansas, and wore purple.

I notice you are wearing purple this morning.

I had an opportunity to see firsthand the great admiration—

Chairman ROBERTS. Would you yield on that point?

Senator STABENOW. Yes, I would be happy to.

Chairman ROBERTS. Kansas State, 70. KU, 63.

Senator STABENOW. Yes.

[Laughter.]

Senator STABENOW. I did learn the avid sports fan that you are
in constantly giving me the standings as we went through.

Chairman ROBERTS. Go Spartans!

Senator STABENOW. Go Spartans! Yes, that is right.

So we have a long history of working together for our farmer and
ranchers and our school children and our families, and I look for-
ward to continuing that.

One of the things that has been very special about this Com-
mittee is that we have made it a bipartisan Committee, and I think
that has served us well in getting things done.

So I want to welcome our new members as well. We are glad to
have you as part of the team. We have got a lot to do.

In fact, the 2014 Farm Bill was a triumph of bipartisan collabo-
ration, and we have an amazing coalition of folks that came to-
gether—farmers, ranchers, families, researchers, folks in the bio-
energy sector. We had people from all over the country that came
together, and I think that is why we got this done.

It is really important that we keep that coalition together if we
are going to move forward, supporting agriculture.

I want to thank our witnesses for attending this important hear-
ing and talk more about our Michigan witness a little bit later.

I also want to thank Secretary Vilsack and his excellent staff at
the USDA for implementing the Farm Bill. There has been some
very, very important work—a lot of work as we know, it takes a
lot of work to put together the implementation.

I appreciate their willingness to work as hard and fast as they
are.

I would just underscore last week, Mr. Chairman, I was in Michi-
gan with our farmers and conservationists, announcing the re-
gional partnership program we put together on conservation.
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I think one of the areas we should be very proud of is that we
really streamlined conservation. You and I together, and others,
cut down the number of programs, cut down the paperwork, cut
down the duplication, and have rolled out something that is very
grassroots, called the Regional Conservation Partnership Program.
Rather than top-down, it is about communities making decisions
and then us supporting them.

Let me also just say again—we have said so many times, but—
the agriculture bill, the Farm Bill, is food policy, conservation, en-
ergy policy, security, and it is all about jobs. I am proud of the fact
that we did that while actually cutting $23 billion, eliminating du-
plication, consolidating more than 100 programs.

I say that, Mr. Chairman, because we voluntarily cut our budget
more than sequestration. As a member of the Budget Committee,
Ifi‘ntend to remind our Budget Committee of that; we gave at the
office.

We have a five-year bill. We have really important long-term sta-
bility. I mean, it is amazing, but five years around here is long
term. Our farmers and ranchers and families and communities
need that.

So I was really pleased to see there is a group of, I think, close
to 400, is it? Just under 400 different groups that supported the
Farm Bill that have just put out a letter saying to the Budget Com-
mittee, do not reopen the Farm Bill that we have already put in
place and made tough decisions. We made tough decisions together.

Let me finally just say I know we have important work ahead
of us on child nutrition, on the Commodity Exchange Act, on look-
ing at new markets including Cuba, which the Chairman knows
that I am excited about.

I look forward to working with you in the same bipartisan spirit
that we always have in the Committee, and I really believe that
we can set the example on this Committee, as we have, for how
folks can work together and get things done.

So, thank you.

Chairman ROBERTS. Thank you, Senator.

We will move to opening statements of our witnesses. Then mem-
bers will have five minutes for comments and questions. Members
may submit opening statements in writing for the record.

Today, I am very happy to introduce to the Committee, Mr. Rich
Felts from Montgomery County, Kansas. Rich and family farm in
the southeastern part of the state, where they primarily grow
wheat, corn, and soybeans, as well as raise hogs and cattle.

As the president of the largest agricultural organization in Kan-
sas, and a K-State graduate, I look forward to Rich’s testimony
and insight.

You may begin, sir.

STATEMENT OF RICH FELTS, WHEAT, CORN, SOYBEAN, AND
LIVESTOCK PRODUCER, LIBERTY, KANSAS

Mr. FELTS. Thank you, Chairman Roberts, Ranking Member Sta-
benow, and members of this Committee.

You know, I am here today also as first-term president of the
largest ag organization in the State of Kansas, Kansas Farm Bu-
reau, and I must say to our 40,000 members in our organization,
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Chairman Roberts has been a steadfast advocate for the farmers in
our area that have to endure much of the wrath of Mother Nature.
Without question, crop insurance has been the cornerstone of the
safety net for Kansas producers over the past decade. In a high-
risk industry, the survivability revolves around droughts, floods,
freezes, high winds, pests. Financial protection is a necessity.

In the 2014 Farm Bill it amended back the life of the Livestock
Forage Program, and with this latest sign-up we had 62,000 farm-
ers and ranchers sign up for assistance under this program.

If it were not for the Federal Crop Insurance and the Livestock
Forage Program, it is possible that Kansas farmers, ranchers, and
businesses could be in jeopardy today.

But, as a farmer, we realize from year to year the risk we face
and we recognize the losses we have had. In 2007, we endured a
spring freeze that destroyed a wheat crop. In July, we had a flood
that decimated our fall crops. Without crop insurance, we would
have been in serious jeopardy.

But I also know that we have great years from time to time that
we recognize as well.

But whether we have the lack of yield or the lack of revenue,
crop insurance is of the utmost importance to us.

I can assure you, from my farming experiences, I never enjoy
calling a crop insurance agent because I know when I have called
him I have suffered a loss that I do not appreciate.

What I also know is by paying premiums it allows me to sleep
at night, knowing if I have managed my business in a proper man-
ner I can still get a good night’s sleep even if Mother Nature does
share its wrath upon us.

But let me turn my attention also to the other components of the
Farm Bill. This is a very complex Farm Bill. We have had the for-
tune in Kansas to have FSA, K-State Extension and Farm Bureau
putting together over 200 educational events to help us address the
Title I programs within this Farm Bill.

This past Thursday I had my opportunity to go to my county
FSA office, and I want to say that I am appreciative of the fact that
we do have the opportunity to update our base acres and our
yields.

But also, in doing this, I did procrastinate a little bit, like many.
I relallocated my acres. I updated my yields. But I still did not
make my determination as to whether I wanted to participate in
ARC or PLC.

But I took the opportunity to ask the young lady that is our
county director, what are people doing?

She says, I have not seen very many landlords. Most of the par-
ticipants that have been coming in are the tenants that are making
the decision and having the landowner sign.

Also, she said that time is going to be an issue, with the number
of people that they have to come in and get registered, it was not
going to happen within the time frame that they have had.

We have run into glitches in Kansas, a couple minor issues basi-
cally dealing with cover crops.

In those crops, we have had the ones where you had a cover crop
but then you come back and plant a covered commodity crop, corn
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particularly. That was not being recognized, and the administra-
tion is presently working on that.

Another issue that we have had is vegetable crops that are plant-
ed as a cover crop that are not planted to be harvested. We have
to have the FSA come to the field and certify that those crops—
by paying a fee, certify that those crops were not harvested.

But just as important not under the jurisdiction of this Com-
mittee, farmers and ranchers all across the country have to deal
with a magnitude of weather events as well as burdensome intru-
sion from other government entities.

I grew up believing that USDA was a people’s department, and
I can truly say that has been the case.

In closing, I would like to say that crop insurance is a critical
tool for farmers. It is the only program that I have skin in the
game. It protects us from catastrophic losses and precludes the
need for unbudgeted ad hoc legislation that often takes Congress
years to act upon and longer for USDA to pay out. Crop insurance
is the cornerstone of our farm program from my perspective.

We look to this Committee to provide some additional certainty
as we go forward, and I appreciate the opportunity to be with you
today. Thank you.

[The prepared statement of Mr. Felts can be found on page 62
in the appendix.]

Chairman ROBERTS. Rich, thank you very much for your state-
ment and thank you also for being on time.

I would now like to ask Senator Perdue to introduce Mr. Ronnie
Lee, a managing partner of Lee Farms family farming operation in
Bronwood, Georgia.

Senator PERDUE. Thank you, Mr. Chairman.

I am delighted this morning to introduce a friend of mine, Mr.
Ronnie Lee from Bronwood, Georgia. He is in South Georgia.

Mr. Lee is a family farmer that currently raises cotton, corn, pea-
nuts, small grains, hay, pecans—I will finish in a minute—cattle
in Terrell, Lee, and Sumter Counties. He also owns and operates
a cotton ginning and warehousing operation located in Bronwood
and Albany.

As I traveled across Georgia last year, I met with Mr. Lee and
other Georgia farmers who are family farmers first, who lead our
agriculture community. We need to draw on their wealth of knowl-
edge and their experiences in the field. Their voice and concerns
are critical as we discuss the importance of the Farm Bill and other
agricultural issues that impact them directly.

Ronnie, thank you for being here this morning and taking time
to give us your insights. You are valuable to Georgia, and you are
a valuable asset to our country.

Thank you.

STATEMENT OF RONNIE LEE, COTTON, PEANUT, WHEAT,
CORN, SOYBEAN, PECAN, AND CATTLE PRODUCER,
BRONWOOD, GEORGIA

Mr. LEE. Chairman Roberts, Ranking Member Stabenow, mem-
bers of the Committee, thank you for the opportunity to offer the
views of the National Cotton Council and the Southern Peanut



8

Farmers Federation regarding implementation of the Agricultural
Act of 2014.

My family and I raise, as he said, cotton, peanuts, grains, pecans,
hay and cattle in Bronwood, Georgia.

We want to work with this Committee to ensure the Farm Bill
and the Federal Crop Insurance Act are maintained. It is critical
that the farm policy is designed and implemented to provide the
sound foundation for production agriculture.

While the goal of farm policy is not to completely remove the
risks associated with farming, policy should strive to provide oppor-
tunities for effective risk management.

The Stacked Income Protection Plan, or STAX, is designed to
work in concert with other insurance products in order to provide
an effective safety net for upland cotton producers. STAX estab-
lishes a level of protection based on coverage levels selected and
purchased by producers and a commodity price determined by the
future market.

We strongly commend RMA for the tremendous work it has done
to implement STAX in an efficient and timely manner, making the
policy available for more than 99 percent of the cotton acres this
year.

For 2016, we intend to work with RMA in an effort to expand
STAX to all counties with cotton production and provide additional
flexibility by allowing STAX purchases to be completely inde-
pendent for irrigated and non-irrigated practices.

Congress has also included a new peanut revenue insurance pro-
gram in the Farm Bill. We appreciate the great work by RMA to
implement the policy for this year.

We strongly support the crop insurance enhancements such as
enterprise units and coverage levels by practice and the APH yield
exclusion option that is especially needed in areas with multi-year
drought conditions. So it was important that this provision was
available this year.

The marketing loan program remains a cornerstone of farm pol-
icy for the cotton industry. In the current low price situation for
cotton, the marketing loan is an especially crucial tool for multiple
segments of the industry to effectively market cotton and provide
cash flow for producers. One of the hallmarks of the program is its
function to ensure that cotton flows through marketing channels
and encourages orderly marketing of the crop throughout the year.

An impediment to the proper functioning of the marketing loan
is the application of the payment limits of the 2014 Farm Bill. This
has been one of the most challenging implementation issues. This
is the first time a unified limit has applied to multiple programs,
creating an extremely complex and challenging task for USDA to
accurately and timely track marketing loan benefits to individual
producers.

Because producers market their crop and other crops through
multiple marketing channels, such as co-ops, merchants, and direct
marketing, the complexity of tracking these benefits is significant.
For producers of multiple crops, the impact to payment limit will
be harmful as a portion or all of a producer’s limit could be used
for the marketing loan.
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Peanut growers are pleased with the new PLC program, but with
the expected ARC and PLC payments for the 2014 crops scheduled
to be paid this fall, some producers could find themselves with ei-
ther no limit left or only eligible to receive a portion of the pay-
ments. We are concerned about the long-term impact of marketing
decisions as producers realize the impact of this unified payment
limit.

It is likely that some cotton will be placed in a marketing loan
and forfeited to USDA rather than being forward contracted and
actively marketed during the year. This could lead to cotton being
locked in the loan, disrupting cotton flow to the market and to end
users, leading to potentially greater government losses.

We continue to urge USDA to utilize existing authorities to fol-
low the intent of the marketing loan program, which is to minimize
the forfeiture of commodities and encourage redemptions. We in-
tend to continue working with USDA, and would urge the Com-
mittee to work with USDA as well, to find a workable solution to
this issue.

We appreciate the opportunity to provide these comments on the
importance of maintaining the 2014 Farm Bill and the Federal
Crop Insurance Act with no further budget reduction. It would be
highly disruptive to make adverse policy changes and budget re-
ductions at this time.

Farm policy generally and cotton policy specifically, were sub-
stantially reformed and funding reduced in the 2014 Farm Bill.
Changes will only undermine the foundation of risk management
for production agriculture.

Thank you, and I will be pleased to respond to questions.

[The prepared statement of Mr. Lee can be found on page 71 in
the appendix.]

Chairman ROBERTS. Mr. Lee, thank you very much and espe-
cially for being on time.

We are going to pause here just for a moment. Senator Ernst—
and also speaking for Senator Grassley, which is always a tall
order—will be introducing Mr. Mitchell, who has an outstanding
record of service to agriculture.

But, first, if there is a busy person in the room it has to be the
distinguished Chairman of the Appropriations Committee.

Senator Cochran, you were not here when I offered frankincense
and myrrh and well-deserved comments. I wanted to thank you for
not only being my friend, and colleague further, but for leading our
loyal minority side of this Committee over the past two years.

Agriculture has been certainly fortunate to have an appropria-
tions chairman with such experience in, and knowledge of, the
challenges facing our producers. In your home state, you have been
a champion in that effort for many years.

Thank you for your friendship and your leadership, sir.

So I wanted that to be a part of the record when you were
present.

Our next witness will be introduced by Senator Ernst.

Senator ERNST. Thank you, Mr. Chairman.

First, I wanted to say how excited I am to be on this Committee.
Thank you very much for that selection.
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Having grown up on a farm in Iowa, I look forward to working
with all of our colleagues on this Committee to improve critical ag-
ricultural programs for farmers and ranchers all across America.
Today, we have begun that important process by having witnesses
from a variety of regions testify regarding the implementation of
last year’s Farm Bill.

Today, I have the pleasure of introducing Mr. Clay Mitchell, who
is a fifth-generation corn and soybean farmer from Tama County,
which is just south of Waterloo, Iowa. His studies and techniques
have driven innovation in many areas of farming, such as wireless
farm networking, no-till farming, and grain storage automation.

Mr. Mitchell is not only a farmer from Iowa, though. He has also
participated in the World Economic Forum in Davos and is Man-
aging Director of Fall Line Capital.

On behalf of Senator Grassley and myself, I want to welcome you
here today, Mr. Mitchell. It is always good to have an Iowan here
in Washington, DC, and we look forward to your testimony. Thank
you so much.

STATEMENT OF CLAY MITCHELL, CORN AND SOYBEAN
PRODUCER, BUCKINGHAM, IOWA

Mr. MiTcHELL. Thank you, Chairman Roberts, Ranking Member
Stabenow, and members of the Committee. I appreciate that oppor-
tunity to share with you my experience on implementation of the
Farm Bill.

As I scramble to adjust to the crash in grain prices and titrate
the costs on my farm, the implementation of the Farm Bill is pro-
viding critical stability to the policies that affect my operating and
investment decisions. It also provides critical stability to conserva-
tion incentives that tip operations like mine into sustainable sys-
tems.

I started farming full-time in 2000, when corn prices averaged
below $2 per bushel and non-land farming costs were $200 per
acre.

During the subsequent commodity bubble, we had a 29-month
run from 2011 to 2013 when corn prices averaged $6.50 a bushel
and non-land farming costs were $500 to $600 per acre.

Today, we have corn prices in the mid-$3 per bushel. We have
2007 corn prices but 2013 costs.

I concur with economists who predict that this year we will have
the largest drop in farmer income since the Great Depression.

I put great effort towards how I can reduce costs with these low
grain prices. While we can, and we must, respond to changes in
market demand, it is the sudden drops in revenue that hurt.

In rural communities that depend on grain production, farmers
are the shock absorbers of grain revenue volatility. Cash rents are
extremely stable relative to commodity prices. We have seen in the
past several years input prices that appear to have unhinged from
grain prices.

The Farm Bill gave us the opportunity to sign up for either the
Price Loss Coverage or Agricultural Risk Coverage programs to
help with revenue drops. To help with this program selection, ex-
tension agents, the Farm Service Agency, Farm Credit, and agri-
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cultural journalists put together many calculators, seminars, and
articles.

They helped me determine that the ARC program was better
suited to my farm than PLC. When it came time to sign up, my
local FSA office in Tama County was organized and courteous.

I hear a lot of older farmers say they wish their Social Security
office could operate as efficiently as the FSA office.

Crop failures are less common on my farm than in most of the
country. Even so, I spend 5 to 15 percent of my budget on crop in-
surance. While we have been farming in Iowa for 5 generations, we
have been farming in the Americas for 13 generations. With a fam-
ily like mine, with a long look, the once-in-a-lifetime crop loss is
much too frequent to bet the farm.

Because an entire crop investment can be lost, our downside case
grows in direct proportion to the crop investment. In the absence
of crop insurance, my cropping decisions would be so dominated by
the chance of crop failure, however, rare, that I would be forced to
trim my crop investment to suboptimal levels.

The crop insurance that continues in the Farm Bill is more than
a smoothing tool. It is an enabler for optimal cropping.

The Risk Management Agency has been collecting big data on
grain production before it became a fad in our industry. The RMA
has a tremendous ability to study relationships between farming
practices and yields.

I am very excited that the RMA is beginning to recognize the im-
portance of soil conservation on yields. As the RMA is newly seek-
ing to study the relationship between sustainable practices and
yield stability, I am hopeful that they will be able to underwrite
actuarially sound advantages to practices like cover cropping.

The Conservation Stewardship Program takes a complete con-
servation inventory of the farm and rewards the net aggregated
conservation practices with a five-year contract with regular audits.

I did my first five-year CSP contract in 2014 and have re-en-
rolled for 2015 to 2020. My farm has been in no-till for decades,
but the CSP program was the enabler for me to adopt cover crop-
ping. In Iowa, these two practices make the difference between los-
ing several tons or more of soil per acre per year and holding and
improving soil.

Whereas most farmland in the world is in a constant state of de-
cline, with these practices, a farm is like an oil well that never
runs dry, productive in perpetuity.

While we all value the many benefits of America’s wetlands, let
us be clear that within farmed cropland an affirmative wetland de-
termination and agricultural production value are at extreme cross-
purposes. Not only do too wet soils cause grain yield to collapse,
but they also impede timely operations in the whole field. Drainage
is the improvement that has had, by far, the largest positive ben-
efit on America’s farmland values.

In drafting the Farm Bill, both houses of Congress considered the
devastating effect that affirmative wetland determinations can
have on farmland owners while at the same time considering the
value the wetlands bring to our landscapes. By funding wetland
banking and encouraging rules that allow a 1:1 wetland mitigation
ratio, the Farm Bill is on track to a balanced solution.
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As of today, we have fields pocked with small wetlands that are
awaiting mitigation rules that are still being written. If the wishes
of Congress are followed, we expect our grain yields and resource
use efficiency to improve 30 percent, and at the same time, wet-
lands that are outside of cropping areas can flourish with diverse,
native species.

The social fabric of my community depends upon a polypoly of
farmers that, in turn, requires beginning farmers to replace retir-
ing farmers. In most of the programs we have discussed, the farm
yield gives much needed preference to beginning farmers.

Thank you for allowing me the opportunity to share my thoughts
and for your commitment to farming families.

[The prepared statement of Mr. Mitchell can be found on page
78 in the appendix.]

Chairman ROBERTS. Mr. Mitchell, thank you and thank you
again for being on time.

The distinguished Chairwoman Emeritus will now introduce the
next witness.

Senator STABENOW. Well, thank you, Mr. Chairman.

I appreciate hearing from all of you, and am very pleased to have
Michael DeRuiter here, who is from Michigan. He is a third-gen-
eration farmer and co-owner of DeRuiter Farms, a cherry, apple,
and peach farm in Hart, Michigan, where he lives with his wife,
Amanda, and two-year-old son, Landon.

He is currently an executive committee member of the Michigan
Cherry Committee, a board member of the Cherry Marketing Insti-
tute and the Michigan Farm Bureau.

We very much appreciate your being here and being part of the
testimony today. Welcome.

STATEMENT OF MICHAEL DERUITER, CHERRY, APPLE, AND
PEACH PRODUCER, HART, MICHIGAN

Mr. DERUITER. Thank you, Chairman Roberts and Ranking
Member Stabenow for the kind introduction, and I thank the mem-
bers of the Committee for the opportunity to testify here today.

I am Michael DeRuiter, a fourth-generation fruit farmer from
Hart, Michigan. My wife and I are raising what we hope to be the
fourth generation on our farm.

My brother, father, and I raise approximately 1,000 acres of tart
cherries, apples, and peaches. In the summer, we also run a cherry
processing facility.

We also have neighbors who grow asparagus, squash, onions,
pumpkins, and many other diverse specialty crops.

I am pleased to be here today in support of the Committee’s work
on the Farm Bill, which has made a big impact on my farm and
farms across Michigan. There are many critical programs in the
bill that help our industry, and I would like to focus on four—con-
servation, research, nutrition, and crop insurance.

Farming in Western Michigan, with so much water all around
us, conservation is an important consideration. For our farm to be
economically viable for the next generation, we must think about
sustainability, soil health, and integrated pest management pro-
grams on a daily basis. My family believes strongly that we need
to leave our farm in better shape than when we started. To that
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end, our farm is verified in the Michigan Agricultural Environ-
mental Assurance Program, or MAEAP.

MAEAP is an important voluntary program in Michigan that
continues to grow, but it would not work without the NRCS pro-
grams that assist farmers with technical and financial assistance
to build and pay for chemicals, containment storages, storage facili-
ties, fueling pads, and other similar projects.

NRCS today has a unique partnership today with state agencies
and conservation districts to help farmers implement lasting con-
servation practices.

Research is also vital to our farm and Michigan agriculture as
a whole. New technology and programs to reduce pesticide use and
enhance IMP are critical. Funding available through the Specialty
Crop Research Initiative has helped us move all specialty crop re-
search forward.

I want to highlight one project, RosBREED 1, a $14 million pro-
gram under the last Farm Bill that provided a research framework
for apple, peach, cherry, blueberry, and strawberry industries to
map the genome of Rosaceae. This project brought together breed-
ers from all over the world to develop and identify genetic markers
for fruit quality.

That led to the RosBREED II project which was funded last year
for another $10 million. RosBREED II will focus on cherry leaf spot
and Armillaria, two key disease threat issues for the cherry indus-
try.

The Specialty Crop Research Initiative has been critical in pro-
moting collaboration across state lines and around the world to ad-
dress key researchable issues. There is no other funding source
available right now to address these current issues.

Michigan is also one of the eight states for a new school-food
lunch pilot program exploring local sourcing. This is a very big deal
for specialty crop growers.

The pilot program will redefine how schools work with local
farms, vendors, and shippers to decrease transportation costs. It
will also allow government to streamline the buying process and
get more locally grown fruits and vegetables into our schools.

Our state is pleased to be a part of this pilot, providing flexibility
while supporting local farmers and processors.

I cannot leave this topic without talking about the bonus pro-
curement from the USDA and how it helps farmers remove surplus
product from the market and get in the hands of needy families.
Specialty crop industries all over the nation have benefited tremen-
dously from this project.

Crop insurance for specialty crops is also vitally important. For
several years in our area, you could buy crop insurance for apples
and peaches but not cherries. In 2014, for the first time ever, a
cherry insurance policy became available to all growers. While NAP
is an important option for farmers, we need a broader risk manage-
ment tool like crop insurance, which covers multiple perils beyond
disasters.

We purchased crop insurance last year, and while we had a nice
crop, growers in Southwest Michigan suffered a wind storm on
June 2nd that ruined most of their crops. Those growers are work-
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ing with their crop insurance adjusters to recuperate the damage
from that storm.

This is a good news story for cherry growers. As a young farmer,
it is vital that there is support for programs like this. Specialty
crops are high-value crops with high input expenses. We need pro-
grams to help mitigate the risks so young farmers do not go broke
due to one adverse weather event.

NAP is also important, and the new buy-up policy is a great tool
for smaller farmers and noninsured crops. The policy implemented
in the new Farm Bill provides better coverage for farmers and is
a step in the right direction for those farms that do not have crop
insurance today.

The new Farm Bill has been an important tool for my farm and
to the many diverse farms across Western Michigan.

Thank you again for the opportunity to join you here today, and
I would be happy to answer any questions you may have.

[The prepared statement of Mr. DeRuiter can be found on page
59 in the appendix.]

Chairman ROBERTS. Thank you very much and thank you for
being on time.

The order for members to understand will be I will have five
minutes, Senator Stabenow, Senator Perdue, Senator Ernst, Sen-
ator Cochran, and Senator Tillis.

Senator Bennet had a conflict and so did—let’s see. Ben, where
are you? I think you have left.

Then Senator Grassley, obviously, had a conflict. Senator Thune,
as well.

So I think we can proceed through this pretty quickly and then
get the Secretary up here because I know his time is valuable.

Thank you to all members of the panel for taking the time to
share your personal experiences with the Farm Bill programs and
the implementation so far. Your hands-on insight is extremely
helpful as we work with the Department to make sure implementa-
tion is as smooth and predictable and farmer-friendly as possible.

My first question is to our Kansan.

Rich, given the complexity of the new programs and the decisions
to update your base and yields, can you explain your decision-mak-
ing process for working through the new programs and choices be-
fore you went into the local FSA office last week and how did your
appointment go?

Mr. FELTS. Thank you, Mr. Chairman.

We appreciate the opportunity to be able to reallocate bases and
update yields, to be a little more realistic to what we feel like are
present-day production practices. In not all cases did we update
:cihctl)se. There was an occasional crop on an occasional farm that we

id not.

But, because the technologies that we had, the way we farm, our
%ultural practices, there was a necessity to update some yields and

ases.

I think more complex, though, is when you look at trying to com-
bine the Title I programs with the bases. Myself, I tried to separate
that and looked at the reality of what we needed to do with our
farm, not looking so much as to what the payment potentials were
with the existing ARC and PLC program.
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Chairman ROBERTS. I understand that you have not yet made a
decision with regards to the PLC or the ARC program. Is that cor-
rect?

Mr. FELTS. That is correct. I am unlike a lot of farmers; I think
I am a procrastinator.

We still have a little time, but also, I think there are some that
are waiting to go as long as they can. I know you should not look
at long term or in the short term but waiting to see if there might
be some additional direction to these markets as we look at the
first couple or three years into the program.

Chairman ROBERTS. I was talking to an extension agent just this
past week, who said to me that if he just had an hour and a half
to talk to each individual farmer he thought he could talk them
into the ARC program. The only problem is you have got hundreds
of farmers to talk to.

Do you think we need more time?

Mr. FELTS. I do not know that we need time, but as I related in
my testimony, the young lady in our county said they may have to
have time because she just did not feel like they had a high enough
percentage of producers stop in the office, to get everybody through
in a timely manner.

Chairman ROBERTS. Mr. Lee, as the Department works to con-
tinue implementing the Farm Bill in the second year of the five-
year bill, how important is it for you to know the rules of the game,
or the rules of the road, for the life of the Farm Bill?

What advice would you give members of this Committee and all
members of the Congress about making significant changes to the
programs, in particular, crop insurance?

The answer is to leave it alone.

[Laughter.]

Mr. LEE. Okay. It is very important. We need to know the rules,
and for the life of the bill. We do not need rules changed along the
way.

This has been a different bill, as we all know, and a lot of times
we do not know until we have gone through the first years to un-
derstand and know the impact and all.

But the one thing that is different about this is we are making
some changes for now, and we have got to make those decisions,
and we do not know exactly what the outcome will be.

But I think that, FSA has given us the tools to make some deci-
sions, and it is a lot easier lately than I thought it would be to
make those decisions.

As far as crop insurance—and I do not know; I might have
missed part of the question. Crop insurance is still a big, big issue
for us, and this Farm Bill is all about crop insurance.

So, in my area, we are very diverse as far as different crops. So
we may have to choose one program for one crop and another pro-
gram—PLC for peanuts, ARC for corn and grains.

So we are still trying to figure it out.

I do not know whether I answered, but that is where we are.

Chairman ROBERTS. Well, I thank you, Mr. Lee.

b My time is almost up, and so I am going to yield to Senator Sta-
enow.

Senator STABENOW. Well, thank you, Mr. Chairman.
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Let me just echo your sentiments in terms of again not opening
up the Farm Bill. I cannot think of a riskier business than farming
and ranching, where you have got to look at the weather and deter-
mine what is going on before you—as you are making decisions.

The fact that we were able to do something that was more than
six months or a year, that would at least give you five years of cer-
tainty, I think is really important, and it is important to keep that.

I am anxious to see as we go forward with the ARC program and
PLC, to see how that goes. We, in the Senate, had approached
things differently originally in our bill with the ARC program in
wanting to allow farmers, instead of making a choice, to be able to
qualify for whatever you triggered in terms of losses and so on. But
in the final bill, in negotiating with the House, we ended up yield-
ing on that point to the House, where it is a choice.

So that is the part of the Farm Bill that makes me the most
nervous just in terms of the decision you have to make on a crystal
ball five years down the road in that. So I am hopeful it is going
to work out and anxious to hear more how it goes forward.

I do want to talk a little bit more about crop insurance.

Mr. DeRuiter talked about, for a moment, what we did in the
Farm Bill as it relates to specialty crops because we did not have
coverage for fruit and vegetable growers. Basically, about half the
cash receipts to the country fall in this category of what we call
specialty crops.

Up until this last Farm Bill there was not an option of crop in-
surance in terms of managing your risk. The 2012 cherry crop was
wiped out in Michigan because of an early thaw and then a freeze.

I wonder if you might talk as a producer now a little bit more
about how crop insurance has changed your ability to manage risk
and for those around you the difference it has made because I
know there is a lot more work to be done to get the policies out
there. But I wonder if you might talk a little bit more about that.

Mr. DERUITER. Sure. Absolutely. As the tart cherry just got a
brand new insurance program, and it has been absolutely huge for
our industry.

The cherry industry is a relatively small industry, like many spe-
cialty crops. Crops like cherries have high levels of fixed expenses.

In the past, when you had crop disasters, the options to cover
your crops were extremely limited, to cover those routine farm
maintenance issues such as mowing, pruning, fertilizing, disease
and pest control, things of that nature, all of which need to happen
even if you do not have a crop. This makes it especially difficult
for young farmers who are already financially leveraged.

This new crop insurance program for tart cherries has options for
buy-up coverage so that growers can select the best appropriate
level to their farm and the risk level that they can afford to take
on their farm.

Regardless—another point I would like to make is regardless of
the business expertise or educational background or sound business
decisions that you make, ultimately, it could be changed based on
one adverse weather event.

Also, this pilot program gives the cherry growers peace of mind.
We are extremely fortunate to have this program

Senator STABENOW. Thank you.
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I wonder if you might talk a little more also from a market
standpoint. You mentioned the school programs creating new op-
portunities for growers. I know it has created new opportunities for
fruits and vegetables, for dairy, for others as well, beans, so on,
and I wonder if you might talk a little bit more about the signifi-
cance of that.

Mr. DERUITER. Sure. Absolutely. You know, I think today’s youth
are tomorrow’s consumers. If we can start them out young, I think
they can carry it into their dietary program into adulthood, specifi-
cally, the cherries. Dried cherries is a great way for our industry
to expose kids to a great product.

The new pilot program allows many opportunities for our indus-
tries to deal directly with school lunch directors. I believe this pro-
gram will open up opportunities for our kids to taste fresh fruits
and vegetables.

My family farm grows vegetables. My neighbors grow—or my
family farm grows fruits. My neighbors grow vegetables. It is a
great opportunity for us to work with you to truly expose our youth
and our kids, our nation’s kids, to the healthy snacks and foods.

I would like to point out lastly that I think this is a win-win pro-
gram for everybody in that school lunch directors get more choices
and can be more flexible in their purchasing program. The kids get
exposed to fresh, locally grown produce. Ultimately, the taxpayers
f)a\ée money on transportation costs. So it is truly a win for every-

ody.

Senator STABENOW. Thank you.

Thanks, Mr. Chairman.

Chairman ROBERTS. I am going to take the chairman’s preroga-
tive in that the distinguished Senator has brought up the child nu-
trition program which we have to authorize. We are really looking
at the implementation of the Farm Bill, but I want to let everybody
know that we take this challenge very seriously.

I am now eating a lot of school lunches in Kansas. I am very wor-
ried about small and very small schools having a lot of trouble with
the regs, school nutritionists having a tough time keeping up, even
losing the school lunch program, as well as the much larger dis-
tricts that we have in Johnson County.

Let me just say that I am not as enthusiastic perhaps about the
servings. Maybe I need to be educated a little bit more.

But we will do that, and we will take up that task. I appreciate
the question.

Senator STABENOW. Mr. Chairman, I would just say we would be
happy to give you some great fresh fruits and vegetables from
Michigan to help you feel better about yourself, in terms of your
health.

Chairman ROBERTS. Each and every day.

Senator STABENOW. Yes. Exactly.

[Laughter.]

Chairman ROBERTS. For the entire panel, I would just like to ask
this, and then we are going to recognize Senator Perdue.

I apologize for taking his time. My time is my time. Your time
is your time.

I want to know from the panel, when you went into the FSA of-
fice to sign up for the livestock disaster assistance, if that was the
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program you signed up for, base allocations, yield updates or the
NAP program or PLC or ARC, what was the process like this year?

Did you utilize any decision aids or attend any educational meet-
ings to help with these decisions?

Were you able to get appointments?

Did the staff have enough knowledge and familiarity with the
programs to actually help you?

We will start in reverse order right over here.

Mr. DERUITER. Sure. A lot of the programs that you mentioned
we did not participate in.

Traditionally, we have done NAP. I cannot comment on the new
NAP because we purchase crop insurance on all of our crops.

But that was a relatively easy process for us. We went through
an external insurance officer or company, who offered us insurance,
and the process went extremely smoothly for us, but I cannot com-
ment specifically on some of the programs that you have men-
tioned.

Chairman ROBERTS. I appreciate that.

Mr. DERUITER. I am going to have to pass that on to the panel.

Chairman ROBERTS. Mr. Mitchell, did you have any trouble at
the FSA office?

Mr. MiTcHELL. Yeah, I updated most of my base acres and yields.
The sign-up is done on a farm-number-by-farm-number basis. We
have got a handful of farm numbers. On some of them we have
signed up for the ARC program already. A few, we are still await-
ing some landowner signatures on.

But in our experience the FSA office had, at their fingertips, the
information on the old base acres and the old yields and the new
base acres to help that and make that really automated. I defi-
nitely got the sense that they were there to, help solve problems
and answer questions.

Chairman ROBERTS. I appreciate that.

Mr. Lee.

Mr. LEE. It was a lot easier than I thought it would be. The in-
formation that FSA and RMA, got together made it a lot easier to
figure out which farms to update and which ones not to update be-
cause we have multiple farms. Some, we did not; we did not want
to update.

But I think it is going a lot better than I thought it would. I
served on a FSA Committee for quite a while. So I am fairly
pleased with what has been done.

Chairman ROBERTS. I appreciate that.

Mr. Felts.

Mr. FELTS. I feel like this program here—there was more interest
and more educational efforts than probably I have ever seen in try-
ing to implement any major farm program.

As far as the county goes, the personnel seemed like they were
very much up to speed, very helpful, and had most of the basic in-
formation in front of them.

Chairman ROBERTS. I know the Secretary will be very pleased to
hear that.

Senator Perdue.

Senator PERDUE. Thank you, Mr. Chairman.
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Mr. Lee, I know you are a diversified farmer, and I know that
one of the hallmarks of the 2014 Farm Bill was to provide pro-
ducers with greater flexibility in their farm policy and crop insur-
ance options and determination.

Elaborate just a little bit more on what additional flexibility in
crop insurance would be beneficial to the cotton industry, specifi-
cally, since crop insurance has now become the centerpiece or risk
management tool for the entire industry.

Mr. LEE. Well, first of all, we need to maintain flexibility and es-
pecially in the STAX program with purchases by dryland and irri-
gated practices.

I guess the crop insurance is all we have got in cotton. So, in this
program, after having to deal with Brazil case and all, that is our
delivery system.

So we have got to work through this, and the STAX program, I
thiélk,l lWill be a good program as long as we can maintain flexibility
and all.

Our biggest concern, with cotton is more the loan part of the—
I know this is not your question, but the payment limit with a mar-
keting loan gain is what is worrying us the most, obviously, be-
cause we have got to market the crop orderly.

It is not just cotton. It is other commodities, too, such as peanuts.
If we have low prices and marketing loan gains, we can be past our
limit before we ever get to PLC and ARC and all the others. So we
need to work really hard to try to correct that issue as best we can.

Senator PERDUE. Thank you.

Mr. Mitchell, we are going to have the Secretary here in a few
minutes.

How would you respond to him relative to your experience in this
first pass through the system?

What recommendations would you add right now as we are in
this first year, in terms of how the USDA is approaching the new
applicants, the questions you have, and the application process?

Mr. MiTcHELL. With regard to Title I, specifically?

Senator PERDUE. Yes.

Mr. MiTcHELL. I think that process has been excellent. So, in
terms of process, I would not have much for advice.

In Iowa, we still have a lot of family farmers. By that, I mean
farmers who own the crop that they are harvesting, farmers who
own the cattle that they are feeding. Real family farmers really
dominate the landscape of our state.

As we look at rules and how we define the farmers and we look
at payment limitations, it is, I think, very important for this pro-
gram to recognize that it has the best effect when it recognizes, the
advantages it gives to those farmers.

Very large farmers have advantages that are given by the pri-
vate sector, $50 to $100 advantage in pricing power that they have
over the supply chain, that smaller farmers do not have.

I think there are other ways that can be addressed in the future.
I think presently in the Farm Bill and in Title I, and what it hopes
to achieve, that is one opportunity to, in some way, level the play-
ing field a little bit.

Senator PERDUE. Mr. Chair, I yield my time. Thank you.

Chairman ROBERTS. We have Senator Ernst.
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Senator ERNST. Thank you, Mr. Chairman.

A number of my colleagues have asked a lot of the questions that
I had hoped to engage this morning about FSA and their effi-
ciency—that sounds like it is going very well—about signing up for
PLC and ARC, also about crop insurance.

So I am going to jump ahead and direct my next question, or my
first question really, to Clay, if he would please, and I am going
to step outside of the Farm Bill a little bit.

As required by law, the EPA, the Environmental Protection
Agency, is required to release annual standards under the Renew-
able Fuels Standard. The EPA has failed to release the standards
for 2014 and has already delayed the 2015 release.

So, as you plan for the future, forming mid-term and long-term
goals for your farming operation, how has the failure by the EPA
to set these standards, how has that impacted your decision-mak-
ing process with your farm operations and would you agree that
this inaction has created some instability?

Mr. MITCHELL. Yes, it has. It creates more uncertainty about the
demand for corn.

We sold our grain storage facility two years ago and have been
considering building another facility. That is one of the major ques-
tions that we are facing on our farm that is heavily influenced by,
will we be growing more corn, more soybeans, more seed crops. So
getting some resolution that will be important for our planning.

Senator ERNST. Fantastic. Thank you.

Any other input maybe from Mr. Felts or Mr. Lee, with RFS, in
regards to RFS?

Mr. FELTS. I think my only comment would be is when we look
at capping any demand I think that is a little disturbing, we would
like to be able to capitalize on all the potential that there possibly
is.

Senator ERNST. Okay. I appreciate that.

Mr. Lee, any thoughts?

[No response.]

Senator ERNST. Okay. I will go back to crop insurance then.

In light of the administration’s proposal to reduce crop insurance
premium subsidies by 10 percentage points for revenue coverage
that provides protection for price movements at harvest time, do
you have any thoughts on how this would impact your own oper-
ation in years to come? Any thoughts on that?

Mr. LEE. It would impact our operation a lot. Subsidies are very
important to us on crop insurance because it is an expensive part
of our operation, to purchase crop insurance, and we do not need
it to get so expensive we cannot afford it because it is all we have
got. So I would hope that would not happen.

I mean, we do not need any increases.

Mr. MiTcHELL. When I started farming, I remember the first
land I rented was from my dad’s first cousin, Dennis, and he said
to me, “Well, farming is a tough life, and you are not going to make
a lot of money. Good luck.” And—which was an odd thing to hear
from somebody renting farmland.

I think when farming is done right, it is hard work.

But this crop insurance is not a way to get rich. It is a matter
of survival. Very small differences in the way that crop insurance
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is supported make the difference for a lot of small family farmers,
whether or not they survive.

How many gravel roads do we look up and down where there
used to be 20 farmers and now there are 27

Some of that is driven by technology up to a certain point, and
then it is driven by other things after that. It is driven by pricing
power that some people have or some aspects of the supply chain.
It is driven by asymmetry between the upside and the downside in
business size.

Crop insurance is one of the key aspects of being able to help
family farmers survive.

Mr. LEE. Oh, can I make one comment?

In our operation, we are about 80 percent irrigated. Some people
say, “Why do you buy crop insurance?”

Me and my sons talk about it, and we say “We have got to sleep
at night, and we do not want to lose what we have built.” It is hard
to write that check or have that expense, but we have got to do it.

Mr. DERUITER. Mr. Chairman, if I may add a quick comment
real briefly, I agree with the additional speakers.

I would also like to throw in that in a day where our average
farmer age is going up, we need a lot of new young farmers and
beginner farmers. Just remember that they are financially
strapped as far as cash flows. So just take that into consideration
as well, please.

Senator ERNST. Thank you, Mr. Chair.

That is the number one comment that I have received from a
number of small farmers out there—is that we keep this very, very
important program. Thank you.

Chairman ROBERTS. Well, thank you, Senator, and thank you to
the panel for those comments.

Senator Cochran.

Senator COCHRAN. Mr. Chairman, I was just thinking back.
Growing up in rural Mississippi, we had a lot of farmers, and many
of them had interest in not just one crop like cotton or rice. Soy-
beans became popular, as I was growing up.

But specialty crops were a big part of Mississippi’s agriculture.
You think of Georgia as the peach state. We tried to grow peaches
in Mississippi and with great success on many farms, and there are
still a lot of producers there.

When I go back home and somebody says, “What have you done
for me lately,” what can I tell them that I have done for them?

Specialty crop participants, are they getting a fair share of the
investment risk-sharing that we are providing to other and much
larger and much more abundant producers for other crops?

Is there parity of some kind that we can point to?

Mr. DERUITER. I do not know if you want me to get in too much
detail as far as a fist-fighting match with the fellow panelists here,
but I think in the last Farm Bill we have gained a lot of ground
in regards to crop insurance and some programming. So, in that re-
gards, we are very grateful.

We do realize that a lot of the specialty crops are relatively small
industries. So sometimes maybe the perception is we do not get a
lot of attention, but I do look forward to the day where we get more
specialty crops enrolled in crop insurance programs.



22

Senator COCHRAN. Thank you, Mr. Chairman.

Chairman ROBERTS. Senator Tillis.

Senator TILLIS. Thank you, Mr. Chairman, and on behalf of the
farmers in North Carolina that produce about $80 billion in crops
a year, I appreciate the opportunity to be on this Committee.

Mr. Mitchell, you mentioned wetlands determinations made by
the NRCS, and I am kind of curious. This would be for other panel-
ists that may have the experience.

I am kind of curious what your experience has been between the
wetlands determinations coming out of the USDA through NRCS
and your experience with the Army Corps of Engineers or EPA.

I tend to have—I have farmers now who, oddly enough, seem to
be having a positive experience with the Army Corps of Engineers,
still trying to work through on the other side, and they have the
joint determination. Can you give me some sense of how that is
working or things we should look up or provide clarity or make
that easier?

Mr. MiTCHELL. Yeah. The determinations are done on a county-
by-county basis by NRCS, and so the experience is highly idiosyn-
cratic to who the particular official is making the determination.
Just to try to create some more neutrality in that process, now the
NRCS official is supposed to be from a different county.

There can be some very, very long waits to get a determination
made. In some cases, we have had, three or four months to be able
to get an official to take a look.

Generally, our experience with the NRCS is that the folks have
a good understanding of both the wetland value and the agricul-
tural production issues. That is something that DNR or Army
Corps of Engineers may not really understand—kind of the big pic-
ture and how that wetland fits into the farm.

Some of the wetlands that we are discussing are the basically
damp areas in the field that there is no more wildlife than any
other part of the field. There is hardly a net benefit like we would
expect out of wetlands that are in border areas.

Senator TILLIS. Mr. Lee.

Mr. LEE. I might take this opportunity to make this statement
about NRCS. What has happened with NRCS in our part of the
country is the field guys are having to spend so much of their time
with administrative work; they do not have time to do what we
need them to do. I mean, we have got 1 engineer in like 20 coun-
ties.

I think that the FSA should be doing more, some of that admin-
istrative work, just like the CRP. For CRP, FSA did the adminis-
trative work. NRCS and the forestry did the work on the ground.

So I am getting away maybe a little bit from what you are talk-
ing about, but we have to wait to get determinations because they
do not have the time to be in the field.

Senator TILLIS. Another question. I think I have inferred from
the opening comments and some of the answers to other members’
questions that, generally speaking, you believe the 2014 Farm Bill
needs to play itself out and the need to better understand it and
not really look for Congress to add more uncertainty to it, maybe
some tweaks or adjustments, but fundamentally run with this for
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a couple of years so you can sort it out and run your operations
under the new guidelines. Is that correct?

Anybody here want to open it up and start over?

Mr. DERUITER. Sure. I do not mind starting it.

Chairman ROBERTS. Count me in on that one.

[Laughter.]

Mr. DERUITER. I think part of the concerns that the Chairman
raised earlier in regards to the new food pilot program that we
have with our school system; I think that is one that definitely
needs to play out for a while so we can see the impacts that pro-
gram has. So I share the same concerns that the Chairman has in
regards to that program.

Senator TILLIS. I was going to close with that. I also share the
Chairman’s concerns and look forward to pursuing that.

But thank you for your time and best of luck in what I think is
one of the most courageous occupations somebody can take up.
Thank you.

Chairman ROBERTS. Well, thank you to our first panel and for
briﬁlging forward your thoughts and experiences on the new Farm
Bill.

The Committee appreciates your taking the time to travel here
to Washington on one of our coldest days of the year. Hopefully, it
will be warmer in your state. I have doubts about that, with the
exception of Mr. Lee perhaps.

But we will excuse the Panel 1 and welcome the distinguished
Secretary of Agriculture, Tom Vilsack, as our next guest.

Thank you, Panel.

Mr. Secretary, are you all situated.

Secretary VILSACK. Yes, sir.

Chairman ROBERTS. It is my distinct pleasure to introduce our
next guest, our 30th Agriculture Secretary, Secretary Tom Vilsack.

Secretary Vilsack, from the great and especially popular, budding
national center for politicians of all stripes and shapes and sizes,
the State of Iowa, recently surpassed Kansas as native Agriculture
Secretary and my good friend, Dan Glickman, in the length of his
service as the nation’s top aggie. Not only is Secretary Vilsack now
the second longest serving Ag Secretary, but he is also a former
governor, state senator and mayor.

Mr. Secretary, welcome back. I thank you for taking time out of
your valuable schedule to come here and to testify and to visit with
us.

It was good to see you in Kansas last week. We were at the
Intermodal Center at Edgerton, Kansas, which is rather an as-
tounding center to witness, and we talked at long length about the
dangers of the port strike and how it is costing us billions a day.

Thank you for your untiring efforts to try to solve this problem.
I think you whispered in the Secretary of Labor’s ear. He probably
riepga;cled your strong comments, and we were able to see that con-
cluded.

We would sure like to see that put together so it does not happen
every five years, and I know you share that feeling.

Thank you for your leadership.

Thank you for joining us today, for letting us hear directly from
producers first on the implementation of the Farm Bill.
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From their testimony, they have indicated very strongly that you
and your team at the USDA have been very busy over the past
year, and I hope that their conversation so far has been helpful to
the Department as it has been to the Committee.

We look forward to our discussion today and recognize you for
your opening statement, sir.

STATEMENT OF THE HONORABLE TOM VILSACK, SECRETARY,
U.S. DEPARTMENT OF AGRICULTURE, WASHINGTON, DC

Secretary VILSACK. Mr. Chairman, thank you very much, and to
the Committee members for this opportunity to speak to you about
implementation of the Farm Bill, obviously, an extraordinary piece
of legislation that was passed and signed last year.

Let me say, Mr. Chairman, that oftentimes I hear in the country-
side how Washington is broken and things are not getting done.
Honestly, I am not sure those folks know that the work of the Agri-
culture Committees in both the House and the Senate certainly
belie that notion. Certainly I think the hardworking people at
USDA, in the implementation of this Farm Bill, also belie that no-
tion.

I am going to give you a really quick rundown of what we have
been doing in the last year since the bill was signed and then look
forward to your questions.

It starts with disaster assistance. As it was extremely important
for us to get this bill passed because for far too long livestock pro-
ducers had to wait for the assistance they needed in the light of
drought and floods and other natural disasters.

To date, over 580,000 payments have been made to producers
across the country under the disaster assistance programs. Nearly
$4.9 billion of assistance and relief has been provided since the
signing of the bill.

We have conducted nearly 4,900 outreach efforts to producers.
We have seen 176,000 uses of the computer models that we have
established for producers to determine whether ARC or PLC is in
their best interest. We recently sent out 2,984,789 postcards re-
minding folks of the sign-up dates that are coming very quickly,
both in terms of reallocating base acres and yields as well as the
ARC and PLC sign-up.

We are pleased with the fact that 902,866 farms have exercised
the right to amend their yields and to reallocate base acres, that
over 430,000 producers have already made the election between
ARC and PLC, and we fully expect over the course of the next
month that those numbers will, obviously, significantly increase.

Twenty-three thousand dairy producers signed up for the Dairy
Margin Protection Program. That represents over 50 percent of all
dairy producers. Fifty-five percent of that number signed up for ex-
tended coverage. As dairy prices are falling a bit, I think those who
purchased the $8 coverage are probably going to be very happy at
the end of the year that they have that coverage in place.

Our crop insurance folks at RMA have been very busy. The sup-
plemental crop insurance option has been extended to major com-
modity crops. The goal is to have 40 crops covered by the crop year
2016.
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The STAX program is in place. Over $500 million has been paid
out under the Cotton Assistance Transition Program. Organic price
selection has been made available to four crops, and it will be ex-
tended to 20 crops this year. We have changed the important
changes to NAP and extended opportunities for coverage there.

On the credit side, we increased the micro loan program, as in-
structed by Congress, to $50,000. We have had over 10,000 micro
loans. It is a very popular program. We have also extended new
credit opportunities for beginning producers.

Conservation, as you well know; 115 conservation projects were
qualified under the Regional Conservation Partnership Program—
a very successful implementation of that effort. Certainly appre-
ciate the willingness of Congress to give us that option to encour-
age greater leverage of conservation dollars.

On the forestry title, stewardship contracting is back in business.
We have identified 45 million acres that will receive specialized at-
tention based on pest and disease issues. The Good Neighbor Au-
thority has been extended to all 50 states.

We are excited about the opportunities in research with the new
research foundation that has been funded and established. The
board has met, a strategic plan has been developed, and we antici-
pate some research projects actually being funded sometime in cal-
endar year 2015.

On local and regional food systems, we have implemented the
Farmers Market Promotion Extension as well as the Local Food
Promotion Program. We have funded 374 projects as a result of
those programs since the signing of the Farm Bill.

In SNAP we are now evaluating 42 applications for our Supple-
mental Nutrition Assistance Program in terms of employment and
training, some very innovative and creative ways to try to reduce
the SNAP numbers by finding work for able-bodied individuals.

The land-grant university in Ohio, the military liaison has been
appointed, and we have already issued over 100,000 receipts for
service as instructed by the Congress.

Mr. Chairman, I believe that we have worked hard in this last
year. There are still things to be done, but I am very proud of the
work that has been done, and I look forward to the questions from
the Committee.

[The prepared statement of Secretary Vilsack can be found on
page 84 in the appendix.]

Chairman ROBERTS. We thank you, Mr. Secretary, and thank you
for that brief but very comprehensive statement.

Rich Felts from Kansas mentioned there has been a technical
issue at FSA regarding base allocations and cover crops, and I un-
derstand it is a concern shared by farmers in other states as well.

Do you have an update on when the software will be fixed?

How is the FSA working with producers that have these types
of issues?

Secretary VILSACK. The software has been fixed, Mr. Chairman,
and we are basically allowing folks to enter their name on the reg-
istry, which will ensure that they are in compliance with whatever
deadline they need to meet. So there should not be any interrup-
tion or disruption of service as a result of that software glitch, in
terms of reporting. But the software matter has been corrected.
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Chairman ROBERTS. Well, let the record show that our witness
has testified to a problem, we responded, and you responded and
got the job done.

In your eyes, our first panel probably should be a model. They
did not wait until this Friday to go to the FSA office to make their
base and yield decisions, but I know that most FSA offices are like-
ly swamped right now with producers who are trying to make ap-
pointments right before the deadline.

In the past year, the FSA has handled deadlines differently
among programs. For example, while the sign-ups for the new
dairy programs were extended three times, livestock producers try-
ing to sign up for livestock disaster programs were put on a reg-
ister. Obviously, Congress played a big role in that.

Am I correct in understanding you are not planning on extending
the deadlines?

I know that the Department has already sent guidance to the
states regarding the registry process. But can you explain to the
Committee what this process will look for the base and yield up-
dates as well as the programs election deadlines at the end of
March?

Secretary VILSACK. Mr. Chairman, I think it is incumbent upon
us to continue to monitor the situation. I get initially weekly, and
now I will be getting daily, updates on the percentage and number
of folks who have signed up. We have a general sense of how far
we have come and how far we have yet to go.

Obviously, the intent here is not to make it more difficult for pro-
ducers to comply. So we will be very attentive to the percentage of
producers that have signed up.

The registry is a vehicle that we can use to allow farmers to basi-
cally comply. If all the Ts and Is are not crossed and dotted before
February 28th, if they are on the registry, which should be no prob-
lem. They could obviously then cross the Ts and dot the Is after
February 28th.

But we will monitor the situation, and as we have been flexible
in the past we will be flexible in the future.

Chairman ROBERTS. Mr. Secretary, as the producers on the first
panel expressed over and over again crop insurance is the corner-
stone of the farmers’ risk management tool kit. I emphasize that
producers only receive a payment if they pay a premium and expe-
rience a certifiable loss.

This Farm Bill contains a trend I view as positive. Crop insur-
ance is an available tool for more producers in more regions and
covering more Crops.

As the Risk Management Agency, RMA, works to implement the
new programs, i.e., STAX and SCO, and add other policy changes,
would you agree that expanded coverage to more producers, espe-
cially those that have no other risk management tools, is a positive
trend?

What is the administration doing to ensure that crop insurance
continues to be a viable and available tool for farmers?

Secretary VILSACK. Mr. Chairman, we certainly agree that the
cornerstone of the safety net program is, in fact, crop insurance. I
am proud of the efforts at RMA to extend significantly the number
of policies that are written and the number of crops that are cov-
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ered. The last time I checked it was well over 350 crops that actu-
ally now have crop insurance protection.

As I indicated, we will continue to expand those protections, par-
ticularly in the specialty crop area, as we get sufficient and accu-
rate data, to ensure that whatever we do is actuarially sound. But
there is a real desire on the part of RMA to continue to find ways
to make it happen, if you will.

I am pleased with the fact that we have had a net increase in
the number of companies writing crop insurance in the last 12 to
24 months. We have lost a couple, but we have gained four so that
the net is two. So I think it is an indication that this is still an
industry that can continue to expand appropriately and financially.

We expect and anticipate roughly $8 billion-plus to be invested
by taxpayers in this system over the course of the next several
years, and the payouts in the last time since I have been Secretary
equal $55 billion. So it is obviously an important program.

Chairman ROBERTS. Well, it is terribly important for Kansas in
that we had a three-year drought. Hopefully, Mother Nature has
changed her mind.

I am pleased to hear that over—we only have five seconds left,
but I am going to try to get this in. I apologize to other members.

Thirty states have submitted proposals for the SNAP work pilots,
with only ten projects authorized. Will the Department work with
states that are not awarded a pilot to find ways they can engage
in innovative ways to help people get back to work?

Secretary VILSACK. The answer is yes.

I think the key here is understanding that many states do not
take full advantage of the employment and training resources that
they have. Many states do not take advantage of the 50-50 money
that is available. There are literally millions of dollars on the table,
Mr. Chairman, that states are not using. We will certainly encour-
age them to consider using that option if they are not successful
in the pilot program.

Chairman ROBERTS. I have a question on conservation compli-
ance. I am going to submit that for the record, and I turn to Sen-
ator Stabenow.

Senator STABENOW. Well, thank you very much, Mr. Chairman.

Welcome, Mr. Secretary, and first, thank you for the speed and
effectiveness on implementing the Farm Bill. We put a lot on your
plate, and your team has been working very, very hard.

We heard on the first panel about the importance of expanding
crop insurance to new areas, specialty crops, and so on. I appre-
ciate the fact that you are moving as quickly as you are and also
with the Regional Conservation Partnerships and the new way we
are looking at conservation.

Let me talk about conservation for a moment because as we have
reorganized and worked with the Department there have been very
positive things happening. We have over 100 different partners in
Michigan alone—local communities, businesses, farmers—as work-
ing together to preserve our water around our Great Lakes.

I am very concerned about the budget this year and the fact that
the administration requested over $400 million in mandatory fund-
ing cuts for conservation programs and particularly in light of ev-
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erything that we are doing and the fact that we reorganized. We
saved money in the programs on the front end.

But the cut particularly for the Conservation Stewardship Pro-
gram, really affects our baseline in conservation going forward and
will make it more difficult to do the things we want to do as we
write another Farm Bill, which I hate to even say. Write another
Farm Bill; it makes my blood pressure go up.

But I am very concerned about maintaining a strong baseline,
and I am very, very concerned about what was proposed. So I won-
der if you might talk about that.

Secretary VILSACK. Well, first of all, Senator, let me indicate that
with the President’s budget 20 million additional acres will be
added to the record number of acres that are enrolled in conserva-
tion practices today. Well over 400 million acres are enrolled in
conservation. We have over 600,000 producers and landowners in-
volved in conservation. Those are record numbers.

Part of the challenge, however, is making sure that we right-size
the amount of work that NRCS can do with the resources that are
available.

I am troubled by the fact that during the course of my time as
Secretary we have not been able to get a clean audit from NRCS,
in large part, because the paperwork that needed to be done to
verify the integrity work was not getting done in a proper way. We
are making significant changes in how we do that so that we can
assure taxpayers the resources are being spent properly. So it is
important to right-size the amount of work with the number of
workers.

We have had tough budgets in the last couple of years. The oper-
ating budget that I am dealing with is less than it was when I
came into office.

Senator STABENOW. Right.

Secretary VILSACK. The reality is that has reflected itself in staff
reductions in a number of departments, including NRCS.

Senator STABENOW. I understand that, and as I have been an ad-
vocate for your Department.

I just want to go on record saying in the area of conservation I
am very concerned about anything, or anything in the budget, that
undermines baseline going forward. I think that is a real concern.

I do want—you have already spoken about the work pilot pro-
grams. I think it is significant that we did focus on work and that
you are implementing those pilots, and I think that is very, very
important as we go forward with the SNAP program.

Let me ask you also about research. We put together the new
Foundation for Food and Agricultural Research. I am wondering
what the USDA’s current focus is in terms of accepting applica-
tions, moving funding awards forward, and so on. Where are we on
the new research foundation?

Secretary VILSACK. The 15-member board has been set up. The
foundation has been incorporated. The tax exempt status applica-
tion has been filed. The board has had two full meetings; the last
meeting of which was with the Boston Consulting Group that went
through a strategic planning process. Two hundred million dollars
has been invested, and the board is now in the process of a search
for an executive director to operate the foundation.
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I anticipate and expect, by virtue of the good work that we have
done to date, that we will begin seeing decisions relative to re-
search sometime during calendar year 2015. That is, I think, the
goal for the board.

They have been very active and very engaged, and I would an-
ticipate and expect that they will do a terrific job of amplifying, of
supplementing the good research that is being done at USDA and
through NIFA.

Senator STABENOW. Finally, Mr. Chairman, one of the things I
am concerned about is that we are hearing that the USDA feels
constrained when defining actively engaged on a farm. I know this
is a very challenging issue going forward, but I just want to clarify
that the lead negotiators, those of us in the House and the Senate,
understood the existing authority and discretion of the Department
and want to work with you on this.

When we look at the fact that CBO is estimating that the PLC
and marketing loan programs could pay out as much as $16 billion
more than we anticipated, it is very important we have account-
ability and those go actually to those who are farming. So it is very
important.

I would just urge you that in our bill—nothing in the Farm Bill
is preventing the USDA from exercising existing authorities or dis-
cretion to make the definition as clear and strong as possible. I
think for the effectiveness and the integrity of the programs it is
really important that the Department move forward on this, and
I look forward to working with you on that.

Secretary VILSACK. May I respond, Mr. Chairman? I know the
time is up.

[No response.]

Secretary VILSACK. The way in which the Farm Bill was drafted
strongly suggests that whatever we do does not specifically apply
directly to family farming operations.

Also, with reference to family farm corporations, the limitation of
one management exemption applies.

So what we are focusing are on the general partnerships and lim-
ited partnerships that have often been the source of concerns, and
that is where our jurisdiction, I think, is relative to actively en-
gaged, and that is what we are focused on.

We will definitely come up with, hopefully, a more concrete and
more specific definition so that folks understand precisely what ap-
plies and what does not apply. But I think it is important to point
out that it is primarily focused on partnerships—Ilimited and gen-
eral partnerships.

Senator STABENOW. Well, I just want to stress that you do have
the authority, and I appreciate and hope that you are going to
move forward to use the authority you have.

So, thank you.

Chairman ROBERTS. Tom, I think it is exceedingly important that
you work with the Committee on this, and I know you will, and
keep us posted. We do not want a situation that sounds pretty good
and then the law of unintended effects happens and then we have
to fix it and we get into a technical correction.
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We do not need technical corrections as opposed to administra-
tive fixes, and we have already talked about that before when you
were in Kansas. So I thank you for your cooperation.

Senator Casey.

Senator CASEY. Mr. Chairman, thank you very much.

Mr. Secretary, we are honored you are here today.

I wanted to start with some news, which might be news to a lot
of folks here, but also information in your testimony that you were
not able to get to because you were summarizing, and I wanted to
highlight it.

On page 5 of your testimony, and I am reading from the third
full paragraph, you say, “In fiscal year 2013, SNAP,” the Supple-
mental Nutrition Assistance Program, “achieved a record level of
payment accuracy of 96.8 percent. Payment errors in fiscal year
2013 were almost 64 percent lower than they were in fiscal year
2000, among the lowest in the Federal Government.”

That information was validated most recently by a report by the
Center on Budget and Policy Priorities. I will just read one sen-
tence. “SNAP”—this is page 25 of the report.

“SNAP has one of the most rigorous payment error measurement
systems of any public benefit program. It also has one of the best
records of accuracy in providing benefits only to eligible house-
holds.”

I wanted to highlight and ask just for your comment on how you
achieved that and how that compares to other Federal programs.

Secretary VILSACK. Senator, we understand and appreciate that
Congress is very interested, and so are the taxpayers that you all
represent, in making sure that programs are managed with integ-
rity and that folks who need help get the help.

So we have put a concerted effort on reviewing, examining, in-
specting, data-mining, using the tools that we have available to us,
in concert with states, to make sure that they understand precisely
how these programs are to work and operate.

We are proud of the fact that we have reduced the error rate over
time to a record level. We are also proud that the fraud rate is at
1.3 percent, which is significantly below many other programs.

There is still work to be done. So, in the budget that we have
proposed, we have a series of additional integrity measures that we
would like to take.

I would say a couple of things in direct response.

One is better training.

Two is data-mining—basically, taking a look at information that
comes into our Department from the states and looking for part-
ners.

Three is making sure that we focus our attention on where the
problems exist. Eighty-two percent of SNAP benefits are redeemed
at large-scale grocery store chains, where there is not as much of
a problem as it is with the corner grocery store or the convenience
store.

So our focus is on the places where we know there are challenges
and issues, and we are going to continue to work until we get, theo-
retically, to zero.

Senator CASEY. I appreciate that.
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I will just make one more note for the record. This same report,
Center on Budget and Policy Priorities, page 17, says when it
comes to extreme poverty, meaning families living on less than $2
per person a day—hard to comprehend that. The report says,
“Counting SNAP benefits as income cuts the number of extremely
poor children by more than half from 3.6 million to 1.2 million.”

So I made the point, but let me move on to two issues that relate
to—one more particularly relates to Pennsylvania, the other one
more broadly.

The Emergency Food Assistance Program, authorized in the
Farm Bill at $100 million per year—the administration has a re-
quest for just 49 of the 100 million for this current budget year.
I just wanted to ask you to comment on that because this is very
important in terms of the transporting, storage, and distribution of
these commodities and wanted to get your response as to why 49
as opposed to not a number closer to 100.

Secretary VILSACK. Senator, the 2016 budget request is $49 mil-
lion, as you indicated, which is the enacted level for fiscal year
2015 for TEFAP administration.

States have the option to convert 10 percent of their TEFAP food
funds into administrative funds if they believe that they do not
have adequate resources, but we have found that this funding level
is indeed adequate for the administrative costs.

This is not necessarily the food purchasing costs. This is about
administering the program. I think that is a significant distinction,
and we have found that amount of 49 is sufficient to administer the
program.

Senator CASEY. We may want to engage more on that. I know I
am almost out of time. I will just make one note for the record, and
I will send you this.

It is a letter from our Pennsylvania Agriculture Secretary, Rus-
sell Redding, regarding the Agricultural Conservation Easement
Program, the so-called ACEP. He has some issues that he has put
in the letter to me that I want to raise with you, and let me just
ask for your commitment to spend some time with us and with
Pennsylvania.

Secretary VILSACK. I have a great deal of respect for Secretary
Redding. He is—Commissioner Redding. He is a very sharp guy. So
we will certainly take his concerns seriously.

Senator CASEY. Thanks very much.

Thank you, Mr. Chairman.

Chairman ROBERTS. Senator Cochran.

Senator COCHRAN. Mr. Chairman.

Mr. Secretary, welcome. We appreciate very much your service in
the implementation of the Farm Bill.

One of the provisions of the bill relates to emergency watershed
protection and programs to implement that. Under certain cir-
cumstances, the legislation gives the administration the authority
to negotiate with Farm Bill beneficiaries to be sure that the au-
thority to modify easements under the Emergency Watershed Pro-
tection Program is implemented.

Now what is the status of the implementation of this section of
the Farm Bill?
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Secretary VILSACK. I am not quite sure if I refer to you as Sen-
ator or Mr. Chairman since you are in charge of all the appropria-
tions. I want to make sure I am respectful.

Senator GILLIBRAND. Once a Chairman, always a Chairman.

Chairman ROBERTS. I think you might say, Your Honor.

[Laughter.]

Secretary VILSACK. That would work as well.

Senator COCHRAN. I get no respect around here.

[Laughter.]

Secretary VILSACK. What I can tell you is that as it relates to im-
plementation we are in the process of completing our implementa-
tion of that. We have put out resources.

We still have somewhat of a backlog which we are working to re-
duce. I know that our fiscal year ’15 budget basically reduces the
backlog a bit, but we still have work to be doing—still have work
to do in that area.

Senator COCHRAN. Well, we hope to see results from the provi-
sion so that it can be implemented and the benefits flow to the
landowners and others who are affected by this authority.

Another question relates to the implementation of the Unified
Payment Limitation Proceeding and what the challenges being
faced by USDA are encountering to develop a capability to track
marketing loan benefits so that producers know their payment sta-
tus relative to any new payment limitations.

Secretary VILSACK. This is an issue involving primarily cotton
producers who may sell by themselves or may sell in connection
with a cooperative and making sure that we are fully tracking both
the transactions to make sure that whatever exemptions or limita-
tions apply are appropriately applied.

We are working with the Cotton Council right now to create an
interim effort to ensure, to the extent that we can, appropriate
compliance. We are working on a long-term fix to this. We are not
quite there yet.

We are certainly aware of the problem, and we are working with
the Cotton Council to make sure that we do as good a job as we
possibly can until we get the permanent fix. I would hope that
sometime by the end of this year we have this figured out. It is on
marketing assistance and loan deficiency programs.

Senator COCHRAN. Thank you for your personal attention to this
issue.

One other question that I have relates to the USDA’s Risk Man-
agement Agency. The question is: What can the Department do to
provide producers with greater flexibility in trying to be sure that
crop insurance purchases best fit their risk management needs
based on a variety of production practices?

Is this something that has been brought to the attention of the
Secretary’s office and, if so, what progress is being made to deal
with this challenge?

Secretary VILSACK. Well, that is a complicated question, Senator,
and let me see if I can answer it, and if I do not I would be more
than happy to amplify.

I mean, first and foremost, we work obviously with the insurance
agents to make sure that they are fully aware of all the options
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that are available and that they tailor whatever product lines are
available to the particular producer’s activity.

There are issues, and I know that the Chairman is very con-
cerned about this.

There are issues relative to irrigated and non-irrigated land.

There are issues involving the application of the enterprise unit
risk management process, which we are very, very fully aware of.
We are doing our best to create the flexibility necessary to reflect
what goes on in the countryside and balance it against the need for
actuarial sounds of the program.

The last thing we want to do is create any uncertainty about the
financial soundness of this program, if you will. I think we are
striking a good balance.

Sometimes we also have to make sure that folks do not take ad-
vantage of a situation, and we are cognizant of that.

So we are focused on these issues, and I am aware of them and
keeping an eye on them.

Senator COCHRAN. Well, we appreciate your personal attention to
that issue.

Let me ask you, finally; can you share with the Committee that
the Department is strictly following the language and intent of the
Farm Bill as it moves forward with the actively engaged rule-
making?

Secretary VILSACK. Yes.

[Laughter.]

Senator COCHRAN. Thank you very much.

Thank you, Mr. Chairman.

Chairman ROBERTS. Senator Gillibrand.

Senator GILLIBRAND. Thank you, Mr. Chairman and Madam
Ranking Member. I am very grateful for this hearing.

Thank you, Mr. Secretary, for your testimony today.

Chairman ROBERTS. Senator, how was your orange this morning?

[Laughter.]

Senator GILLIBRAND. It was delicious. I was grateful the Com-
mittee provided it.

Chairman ROBERTS. Well, thank you for making——

Senator GILLIBRAND. I am not sure which state provided it, but
it was delicious.

Chairman ROBERTS. Well, you set the example for eating fruit.

Senator GILLIBRAND. Yes. Well, in fact, I was in Upstate New
York yesterday.

Chairman ROBERTS. Are you saving those peels for me or what?

Senator GILLIBRAND. I will throw them away. I am a very re-
sponsible mother.

Chairman ROBERTS. All right.

Senator GILLIBRAND. So I was in Upstate New York yesterday,
and I had this great opportunity to meet with kids about nutrition
standards and what is in their school lunch, and I was surprised
how much these young kids knew about the importance of fruits
and vegetables. So I am going to turn my attention on that topic.

I specifically want to talk a little bit about that New York was
selected to be one of eight of the pilot states to participate in the
Farm Bill Pilot for Procurement of Unprocessed Fruits and Vegeta-
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bles. The pilot allows schools to use their USDA dollars to buy
produce directly from the local farms.

We have a lot of great farms in New York State that are partici-
pating—Reeves Farms, Torrey Farms, Beak & Skiff Apple Or-
chards, Old McMarley’s Apple Farm. They have already signed up
and become vendors for the pilot.

Now the pilot is particularly useful because it allows fresh vege-
tables to get into our schools, like fruits and vegetables—apples,
squash, zucchini, cucumbers—that are locally grown, healthier
economy.

I went to two schools yesterday and saw how these locally pro-
duced foods are displayed, offered, and put into the menus that the
kids eat, and it really does make a difference.

So I wanted to know from you; how is the pilot going so far and
what are other options that schools have to buy locally?

Secretary VILSACK. Well, we are encouraged by the fact that we
were able to find eight states willing to step up and participate in
this pilot.

We were not quite as successful on the canned and frozen side.
We got four states that were interested and involved in that pro-
gram.

We have made a major commitment of resources, time, and en-
ergy in creating a local and regional food system. We have done
13,000 investments in hoop houses to extend growing seasons in
Upstate New York, a place I am very familiar with, having spent
7 years of my life up there. Winters can be long, but the growing
season can be extended.

We have created new credit opportunities through the micro loan
program.

V\lfe have created crop insurance opportunities we talked about
earlier.

We have invested 379 investments in local food promotion and/
or farmers market expansion through the programs that you all es-
tablished in the Farm Bill in 2014. That number will continue to
increase over time.

We have looked at ways in which we can create food hubs and
marketing assistance, and we have also provided better marketing
data and pricing so that folks have a better understanding.

Last, but certainly not least, we have expanded—while this is not
to your point of schools, we have expanded the access of fruits and
vegetables to SNAP families by providing EBT machines in over
?,OOO farmers markets so that folks can redeem their SNAP bene-
its.

Senator GILLIBRAND. Now related to that, have you been able to
start issuing the first round of grant awards under the Food and
Security Nutrition Incentive Grant Program to help SNAP recipi-
ents.

Secretary VILSACK. Yes, we have encouraged applications for the
first $35 million of that program, and we expect and anticipate
making those awards in 2015.

Senator GILLIBRAND. Okay. I would love a report on that so I can
understand how that is actually going.

A related issue. When I was at these schools, we were focused
a lot on the New York schools that are meeting the new nutrition



35

standards and how they are doing it. We now have about a 98 per-
cent participation rate in New York State, which is really, really
important.

Around the country, we are beyond 90 percent participation. So
we are really getting this done, which makes me happy as a moth-
er.
What kind of technical assistance and additional support is
USDA providing to help schools be successful in making the new
changes?

Secretary VILSACK. We are at 93 percent. We have provided
Smarter Lunchroom grants. We have provided school equipment
grants. We have provided and created a program called “Team Up
for Success!”

For school districts that are struggling, we have teamed them up
with a mentoring school in a couple of pilot areas, and we extend—
we are going to extend this to a national effort this year. It was
very successful.

The University of Mississippi assisted us in the nutrition center.
Cornell has also been engaged and involved.

Senator GILLIBRAND. Yes, that Cornell program has been very
successful.

Secretary VILSACK. BEN program.

Senator GILLIBRAND. Yes, the BEN Program, the BEN Center.

Secretary VILSACK. We have also utilized their resources.

There are a variety of other steps that we have taken, and we
are pleased with the fact that 70 percent of elementary school kids
and 63 percent of high school kids are enjoying the new standards.

Senator GILLIBRAND. Thank you.

Last issue with my 30 seconds. Obviously, I care a lot about
dairy. We are the number three dairy producers in the whole coun-
try.

In the last Farm Bill, we put into place the Dairy Margin Insur-
ance Program, and what we have seen is that only 48 percent of
New York farms have signed up. Other states, like Vermont, are
far, far more ahead.

Do you feel that USDA outreach and education efforts have been
sufficient to enable producers to choose appropriately MPP cov-
erage at a time of sharply falling milk prices?

Secretary VILSACK. I do. I think the fact that over 50 percent of
dairies participate and over 55 percent of that number bought cov-
erage at increased levels reflects the fact that there was a decision
to be made.

We were not surprised at those numbers given the fact that dairy
prices are still—while they have come down a bit, they are still in
pretty good shape relative to the need for the margin protection. So
I think we have done adequate outreach.

I am sure people will be more sensitive as they look at 2016 and
participating in the program.

Senator GILLIBRAND. Thank you. Thank you, Mr. Secretary.

Thank you, Mr. Chairman.

Chairman ROBERTS. Senator Thune.

Senator THUNE. Thank you, Mr. Chairman.

Chairman ROBERTS. Senator Thune.

Senator THUNE. Thank you. I never have a problem hearing you.
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Mr. Chairman and Senator Stabenow, thanks for having this
hearing and giving us an opportunity to catch up on a lot of these
issues that are so important to those of us who represent states
where production agriculture is a big industry; in the case of South
Dakota, the number one industry.

I want to thank you, Mr. Secretary, for the hard work that you
and your staff put in, in getting livestock disaster programs out the
door last year. That was a very big issue, critical to South Dakota’s
livestock industry, and I appreciate your timely and effective re-
sponse on that particular issue.

I want to raise a couple of issue with you. I think you are prob-
ably familiar with them already.

One of them has to do with mid-contract management of CRP
acres. You know, South Dakota producers received letters last year,
telling them that the residue they remove must be destroyed. Over
the years, this has resulted in literally thousands of tons of feed
that could have been put to use instead of being burned.

I have requested in a letter that you either allow the residue to
be donated with no reduction to CRP annual payments or, if used
by the participant, that the annual payment reduction be assessed.

You responded in a letter that this concern would be addressed
in future CRP policy changes.

The question I have is: Can you assure me that CRP participants
will no longer receive letters requiring them to destroy residue re-
moved during mid-contract management on any CRP practices?

Secretary VILSACK. Senator, what I can assure you is that every
farm actually has to be, in a sense, analyzed for its own cir-
cumstances and condition, which is why we have established and
set up a system for an environmental assessment that would give
us the range of options that will be available to each landowner.

Obviously, each landowner can, and we would certainly encour-
age them to, consider donation. That is an option that is available
to everyone.

There is an option, obviously, for other utilization of the manage-
ment, but of course, there carries with it a financial penalty, if you
will.

But if you think about it, if people use it for their own personal
purposes, they are saving expense. We do not want to have a dou-
ble-dipping situation.

So there are options available.

I think hindsight is always 20-20. It probably would have been
better if we had been a bit more flexible with our language in the
memo that was sent out to producers, but we wanted to make sure
that people understood what the rules were.

Senator THUNE. I totally get it. I mean, I understand the whole
thing about double-dipping, which is why I think they would take
a haircut on the payment if they were to use it themselves. But,
if they were to donate.

It just seems like—and I have heard this for many years now—
that you have got all this usable feed that gets wasted and de-
stroyed, and it makes no sense.

The letter last year that went out did say—and it says that clip-
ping bales must be destroyed. Please notify the office once the bales
have been destroyed.



37

What I am suggesting, and I hope that you will agree with this,
whether you do it case by case or whether you do it in some sort
of standardized way, that there be a better approach to dealing
with this, what I think is a very important issue.

Secretary VILSACK. I do not disagree that we could be a bit more
sensitive with the language we use there.

Senator THUNE. Okay. All right. Well, hopefully, this next year
you can and will be.

One other issue that is really important in South Dakota right
now we have had for several years now. Farmers in Eastern, espe-
cially Northeastern, South Dakota have been faced with flooding
and drainage issues, and thousands of requests have been made to
NRCS for wetland determinations so that they know how to man-
age their land and still meet the conservation compliance provi-
sions.

According to the most recent South Dakota NRCS report, we still
have more than 2,000 undetermined wetlands in the state, which
is just three times or more as many as in any other surrounding
state.

So farmers are concerned. Our state’s farm and commodities or-
ganizations are concerned. I believe that South Dakota NRCS office
staff is making an effort to reduce this backlog, but so far, Mr. Sec-
retary, the results just have not materialized.

I requested last summer a meeting, and there were some per-
sonnel from NRCS headquarters that attended, in Aberdeen. We
had more than 350 farmers there, which tells you kind of how im-
portant this issue is to them, and I know he came back to Wash-
ington having heard firsthand these frustrations from some of
these farmers due to the backlog.

But my question is: What more can you do at headquarters to
help get this wetlands determination backlog under control?

Secretary VILSACK. Senator, we are trying to reduce the backlog.
We did 23,000 wetlands determinations last year.

Two things we have done and will continue to do:

One is to create a different system for the determination of the
wetlands. Some of the problems, I think, were based on the fact
that local folks were making these determinations and there was
a concern about that. That has changed.

Secondly, we are trying to right-size staffing levels to where the
issues are.

So these numbers have come down. They, obviously, are not
d}(l)wn to a place where you are satisfied, and I am not satisfied ei-
ther.

However, it is important to note that we have had budget restric-
tions which have made it very difficult for us to have the staffing
levels to do the work that you all want us to do. So, hopefully,
when budgets are passed on, you all will be taking that into consid-
eration as well.

We are doing our level best with the personnel that we have.

Senator THUNE. You know, in terms of resource, personnel, all
that, I understand that. But when our state has three times more
than any of the surrounding states, it strikes me at least that we
need to—there has got to be more allocation of resource and per-
sonnel to this in South Dakota. So I would thank you for that.
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Mr. Chairman, just a point of personal privilege, one of the next
gentlemen to be up for a nomination to the FCA today is a South
Dakotan, Dallas Tonsager. He has served South Dakota farmers
and ranchers for a really long time as FSA/FHA Director in South
Dakota, Under Secretary at the Department of Agriculture for
Rural Development, and for five years, from 2004 to 2009, served
on the FCA Board, a position for which he is currently up.

I wanted to welcome him and thank him for his service, and we
look forward to processing his nomination.

Mr. Chairman, thank you.

Thank you, Mr. Secretary.

Chairman ROBERTS. Senator Bennet.

Senator BENNET. Thank you, Mr. Chairman, and congratulations
to you on your ascension to your chairmanship. I look forward to
working with you.

Chairman ROBERTS. I did not know I had ascended, but—

Senator BENNET. I would say. Well, it is not—and our Ranking
Member, of course, has not descended anywhere. So we are still
here, but congratulations.

Mr. Secretary, I want to say thank you to you for your service
to the country and to our farmers and ranchers, particularly those
who are in Colorado. You visited many, many more times than any-
body would have had any right to expect, and I know that is true
all across the country.

But the measured way you have approached this job over the last
six years, I think, has established a model for what public leader-
ship should like in Washington. So I just want to say thank you
for that.

We have heard a fair amount of discussion this morning about
the ARC and PLC election deadline at the end of March. In Colo-
rado, I have heard a number of concerns that the FSA staff may
not have enough time to process all the elections by the deadline
given the constraints of state FSA offices.

Do you believe that the Agency will be able to process the ARC/
PLC elections in time?

If not, is there a contingency plan and is there anything Con-
gress can do to ensure the Agency is set up for success in the field
for these and other programs?

Secretary VILSACK. Senator, I appreciate your kind words.

This is an issue that I am now focused on, on a daily basis. I
have been receiving weekly reports. Now it is going to be a daily
report.

I can tell you that as of last Friday 430,332 operators had made
an election. That is probably, roughly, 26 to 27 percent of what we
expect will occur.

There are options for the use of the registry for folks to sign up
to be able to meet, technically, the deadline without the Ts crossed
and the Is being fully dotted.

As we monitor this situation, both on the yields and base alloca-
tions and also on the sign-up, we will obviously be closely watching
this and use the registry as an option.

If there is the need for an extension—that is something we have
done in the past—I do not want to commit to that today because
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it is sort of like your kids, going to tell your kids that they have
another week to do their homework.

Senator BENNET. Right.

Secretary VILSACK. We want folks to make the decision.

We are encouraging producers who have made the decision, the
folks who have gone to one of the almost 4,900 meetings that we
have had or gone online and used the computer models, if they are
ready to make the decision, they can make it now. If between now
and March 31st, if they decide they have made a mistake, they can
ch(zilnge it. So we are encouraging folks to get to their FSA offices
today.

I will tell you the reports I am getting are that folks are sur-
prised how little time it takes to sign up.

So we will continue to monitor it, and we will be as flexible as
we can.

Senator BENNET. Well, maybe sending that message out would
help. I know you are doing what you can.

We will keep an eye on it, too. If we start to run into real trou-
ble, we will let you know.

I also wanted to talk for a moment about conservation. I share
Senator Stabenow’s concerns about what has happened with the
budget there.

Last time this Committee met, we spoke with Chief Weller about
th? implementation of programs in the Farm Bill’s conservation
title.

In Colorado, we have heard very specific concerns about the agri-
cultural land easement program, and I think we have made
progress, but our producers and land trusts are still waiting for a
clear rule and a handbook to move forward on their easements.

Can you give the Committee an update on the timing for pub-
lishing the rule and the handbook?

Secretary VILSACK. I just wanted to double-check. This spring,
that work will be completed. We did get the program, in a sense,
rolled out to give states flexibility between the various options that
they have, and we will complete our work this spring.

Senator BENNET. Okay. I would only ask that you take a per-
sonal interest in this because I just want to make sure that it
aligns with what the Committee was intending to do when we
passed this to begin with.

I think Chief Weller is there now, but we have had some issues.

Secretary VILSACK. I would just simply say that we—that I get
a report every week on every aspect of this Farm Bill.

Senator BENNET. Okay.

Secretary VILSACK. So you can be assured I am taking personal
interest in it.

Senator BENNET. Thank you.

The last matter I wanted to raise with you is the application of
the Endangered Species Act which, has become a huge issue for a
lot of people in Colorado. I say that as a supporter of the Endan-
gered Species Act. It is a statute that has protected a lot of wildlife,
which makes the West a special place to live.

We have appreciated NRCS’s efforts to facilitate habitat con-
servation for the greater sage-grouse through the Sage Grouse Ini-
tiative.
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I wonder whether you could discuss the Agency’s ongoing work
in this arena in light of the certainty brought about by a five-year
Farm Bill and whether you could talk about whether this Agency,
your Agency, might also consider dedicating some resources to the
recovery of the already listed Gunnison sage-grouse which occupies
a much smaller range in Colorado and Utah than does the greater.

Secretary VILSACK. What can I tell you, Senator, is that we are
committed to trying to help producers deal with the challenges of
the Endangered Species Act as they perceive them.

We have invested $424 million in the Sage Grouse Initiative over
the last 5 years. We have worked with over 1,100 producers. We
have impacted 4.4 million acres of land. We have converted roughly
430,000 acres into permanent easement. So this is something we
are committed to.

We have worked with the Department of Interior to create what
we call regulatory predictability. In exchange for producers adopt-
ing a suite of practices that we know work, they get a 30-year com-
mitment, if you will, from the Department of Interior that if that
species is listed they are already deemed in compliance.

I will go back to the office and find out, specifically with ref-
erence to the Gunnison sage-grouse, what our plans are.

But our plan is to continue this level of support, and we are also
obviously focused on a number of other species, including lesser
prairie chicken and a variety of other species in other areas of the
country where we are faced with the same set of issues.

Senator BENNET. Thank you very much for your testimony.

Thank you, Mr. Chairman.

Chairman ROBERTS. Senator Boozman, but let me say if I might,
Senator, we have the same problem with the lesser prairie chicken.
I thank you for your comments, and we want to work with you in
doing some research on the Endangered Species Act.

The original intent was to take a look at conservation—and you
have talked about those easements and things of this nature—not
to simply list every living creature that we can find and then have
a problem when it does not rain in the habitat for a particular spe-
cies, goes to where that habitat is, and then the listing occurs, and
then we have a problem.

You and I have talked about this, and we have already had a
vote in this session on this specific species.

We are talking with the Environmental and Public Works Com-
mittee to see if we could set the predicate of some of the challenges
that we face here and what kind of legislation may—and I empha-
size “may”—be needed. I understand that is under their jurisdic-
tion, but we are the folks getting hit.

I have been trying to point out that when it rains and if it rains
and when it rains, that the habitat will grow, the lesser prairie
chicken will come back and, after that, will be the greater lesser
prairie chicken.

So I appreciate your work and the focus on this so that we do
not get all wrapped around the axle on something that we may not
need to do.

I apologize to Senator Boozman.

Senator Boozman.

Senator BoozMAN. Well, thank you, Mr. Chairman.
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Thank you, Mr. Secretary, for being here, and I do want to thank
you very much for your hard work in implementing the Farm Bill.
I know this has been very difficult, but you and your staff are
doing a good job.

In particular, I want to thank you for working with our rice
farmers in regards to the payment timing issues that w are dealing
with. Rice farmers in Arkansas truly greatly appreciate your will-
ingness to work with them on that issue.

Very quickly, the Farm Bill required the USDA to propose a plan
for reorganizing the Department’s trade functions and your report
on the plan within 180 days. This included the establishment of an
Under Secretary for Trade and Foreign Agricultural Affairs.

After the plan was overdue, Congress appropriated funds this
past December to ensure the completion of the plan in coordination
with a third party, and the USDA’s Office of the Chief Economist
was directed to begin the study within 60 days of the passage.

I guess my question is: Has the Office of the Chief Economist
begun the study and what is your timeline for establishing the
Under Secretary for Trade and Foreign Agricultural Affairs, which
you know better than anybody is so important to the industries?

Secretary VILSACK. Well, I could not agree with you more, Sen-
ator, that trade is important. Thirty percent of all ag sales are ex-
port-related, and that is roughly equivalent to net farm income. So
it is important.

The Chief Economist Office. I asked about this issue yesterday,
and they are in the process of completing the work to hire the con-
sulting group that is required by the budget law, the ’15 budget
law, and that we were supposed to spend $600,000, in a sense, re-
studying this issue.

So they are hiring the consultant who will conduct that study,
who will look at precisely how it could be done, how many various
agencies and mission areas within USDA will be engaged in this—
because it is not just the Foreign Ag Service. It is APHIS. It is a
variety of other departments within the USDA—and then come up
with a set of recommendations as to how we would best implement.

I do not want to commit myself to a timeline until I see what
the report is, but I can tell you that we are making progress in get-
ting this thing through the process, and we understand the impor-
tance of it.

Senator BoozMAN. Thank you, Mr. Chairman.

Chairman ROBERTS. Senator Donnelly.

Senator DONNELLY. Thank you, Mr. Chairman, and congratula-
tions. We are honored to have you as our Chairman.

Chairman ROBERTS. Thank you, sir.

Senator DONNELLY. Mr. Secretary Vilsack, thank you for your
work on the Farm Bill.

I would just like to—before I ask any questions, I would like to
mention that Jeff Hall is a nominee for the Federal Farm Credit
Administration Board. He is the president and founding member of
an association management and consulting firm. He has 30 years
of experience in agricultural policy.

He is from Kentucky, but Mr. Hall is also a partner in his fam-
ily’s farm in Southern Indiana. He received his B.S. degree from
Purdue University.
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We are very strong in our support of him, and we look forward
to his nomination.

Mr. Secretary, in regards to our popcorn farmers in Indiana it is
a big part of our ag heritage and what we do every year—our pro-
ducers are facing a February 27th deadline in order to decide
whether to update their yield history and reallocate base acres.

In order to make those updates, our popcorn growers need a con-
version yield factor to convert those yields when compared to field
corn yields. USDA delivered that yield factor just last Wednesday.
So our growers only have 10 days with all the available informa-
tion to make a decision on yield updates.

Given the short deadline, can you ensure the USDA will work
with our popcorn producers if they need a little bit extra time to
make that decision?

Secretary VILSACK. Senator, what we are encouraging the pro-
ducers in your state to do is to basically get themselves on the reg-
istry, which basically complies with the deadline requirement but
would give them potentially additional time to make whatever deci-
sions they have to make to cross the Ts and dot the Is. So there
is a vehicle and a process by which they can buy themselves, if you
will, some additional time.

Senator DONNELLY. Okay. We also have some rural development
issues in our state that are important.

Number one I want to mention is—I have talked to you about it
before—the Town of Waverly in Morgan County is looking to take
advantage of the Rural Economic Development Loan and Grant
Program in order to expand wastewater infrastructure in the area.
The USDA has not yet completed rulemaking needed to allow them
to take advantage of the program.

Second is we have some counties looking to take advantage of the
Community Facilities Program to facilitate the construction of air-
port hangars and promote rural development in those areas. There
are some current administrative policies that are hanging that up
a little bit.

We just want to make sure that the Department of Agriculture
and the agencies can work with our communities to figure out the
best way forward in these development plans.

Secretary VILSACK. Senator, we are aware of the concerns on
both projects, and I would say two things.

One, we will continue to work with your staff to try to figure out
how to get around various prohibitions and restrictions that may
be in a budget bill.

I have also instructed my staff to begin understanding that they
ought not just to limit their assistance and help to what exists
within the boundaries of USDA. We ought to be a full-service oper-
ation. So, if a community does not comply with a certain require-
ment that we have, we ought to be talking to our sister agencies
through the Rural Council to determine whether or not there is an-
other agency of the government that could potentially provide help.

I do not think we do enough of that, and I am encouraging our
team to be a little bit more expansive in their thinking and more
creative in their thinking in trying to solve these problems.

Senator DONNELLY. Thank you because I know you understand
that for a lot of our rural communities there are a lot of agencies,
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but the Department of Agriculture is one that they look to for fore-
most guidance in a number of areas, and you become the lead rep-
resentative to try to grow our rural economies and our rural areas.
So we appreciate the effort to try to be an interface, in effect, for
so many of our communities.

Thank you.

Thank you, Mr. Chairman.

Chairman ROBERTS. Senator Ernst.

Senator ERNST. Thank you, Mr. Chair.

Secretary Vilsack, I want to thank you for your years of service
to not only the Federal Government but also to the State of Iowa.
So, thank you very much, sir.

Veterans do experience unique challenges as they leave the mili-
tary workforce and enter the civilian workforce. We have a pro-
gram in Jowa now that is Home Base Iowa, where we are trying
to bring back our men and women of the Armed Services and es-
tablish their home again in Iowa.

Careers in agriculture are really a great fit for a number of these
returning servicemen and women, and I know that in the 2014
Farm Bill there were provisions included for veterans which en-
courage and promote them to enter this area.

To what degree has the USDA been able to implement these spe-
cific programs that assist veterans transitioning into the ag com-
munity?

Secretary VILSACK. Senator, I appreciate the question, and you
are absolutely right.

We are very sensitive to the opportunities that farming can pro-
vide to our returning veterans, particularly those who have been in
combat. As you well know from your own personal experience, it is
an issue that you have to deal with, and you have to provide help
and assistance.

We have done a couple of things.

First of all, I will instruct my staff to make sure that Karis Gut-
ter, who is the military veteran liaison, gets in touch with your
staff to give you a more full briefing on all the steps that are being
taken.

But we established that liaison. He is a former Marine, served
with distinction in the Marine Corps, very committed to this, and
he is in our Farm Service Agency.

Chairman ROBERTS. Excuse me, Mr. Secretary. There are no
former Marines. He is a Marine.

[Laughter.]

Secretary VILSACK. Apologies, Mr. Chairman. I should know that.
My nephew is a Marine.

He serves with distinction and is very, very much committed to
this effort.

Also, the Deputy Secretary has been tasked with a beginning
farmer and rancher program. We are trying to expand significantly
our reach in veterans. She actually came, as you probably know,
to Iowa and had a conversation with folks there.

We recently announced $18 million of assistance under the be-
ginning farmer and rancher program, with some emphasis on at-
tracting veterans and women and people of color into the farming
business.
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We are working diligently with the Departments of Defense and
Veterans Affairs. Part of our challenge is getting the information
to folks before they make the decision, before they actually leave
military service.

We have a hard time physically getting on base during that pe-
riod of time. As folks sort of transition out of the military, they are
given opportunities on base for additional information. We are try-
ing to encourage the Defense Department to allow us access to
allow Karis and his team to make a presentation on these bases
so that folks consider this as an option.

Finally, we are working with a number of veterans groups that
are committed to this, and we are providing resources to them to
do outreach on our behalf.

So there is an aggressive, comprehensive, and very, very personal
effort in terms of our veterans.

Senator ERNST. Thank you, Mr. Secretary. I do appreciate that
and look forward to working with your staff on those issues. I think
it is a great, great issue for many of our states out there.

Engaging our military bases through their transition assistance
programs, I am glad you brought that point up. So however we can
assist in making that happen, we would love to do so.

So, thank you very much, Mr. Secretary.

Thank you, Mr. Chair.

Chairman ROBERTS. Senator Hoeven.

Senator HOEVEN. Thank you, Mr. Chairman. Greetings to you
and to our Ranking Member.

Certainly to you, Secretary Vilsack, thanks for being here today.
Appreciate it.

The first question is on conservation compliance. I have concerns
under the new Farm Bill that conservation compliance is tied to
crop insurance and have tried to find ways to make it more farmer-
friendly.

One of the concerns I have is that NRCS is now using the term
“obvious wetland.” So they are requiring, obviously, farmers to
comply with the criteria that they call obvious wetlands as a meas-
ure of Farm Bill conservation compliance.

Can you tell me what constitutes an obvious wetland and how
that was determined and how it is applied by NRCS?

Secretary VILSACK. Senator, I think they would probably—I
would probably like to get you a more technical response to that.

Let me just simply say that right now our focus, or my focus, has
been making sure that producers understand their obligation to
produce the—what is it? The AD-1026 form by June 1st.

It is roughly around 6,000 producers that we are concerned do
not know that they have to do that. Many, many, many producers
understand that, but some producers do not. So we are encouraging
that.

But we will get you a more technical definition of this.

Honestly, I was under the impression that this compliance issue
is not a significant issue in terms of as fundamental changes in the
way in which we have done this. We have had compliance before
tied to direct payments. Prior to that, before, we had it tied to crop
insurance.
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Senator HOEVEN. Yes, it was tied to the commodity program be-
fore. So it is not like farmers have not been working with it in a
lot of cases.

Other than those that did not participate——

Secretary VILSACK. Right.

Senator HOEVEN. —in the commodity programs and only partici-
pated in crop insurance; for them, it is new.

The other issue is in my part of the country region, that is prai-
rie pothole regions. So the concept of an obvious wetland, when you
have drier years and wetter years, is tough, and that is where they
are hitting some problems with NRCS.

So your help there, taking a look at it, and then just as much
flexibility as possible is helpful and important.

Secretary VILSACK. We are working very closely with folks in
your state making significant investments because of the unique
challenges you all face up there.

Senator HOEVEN. Right. Then a follow-up to that is one of the
things that NRCS is doing is they are using some of the wildlife
groups like Ducks Unlimited. I have an avid sportsman, and I love
to hunt and fish, but I am also a big advocate for farmers, as are
you, and there is concern on the part of our farmers that creates
a potential conflict of interest or problem when NRCS is using a
group like DU on this wetlands compliance issue.

So can you address that for me? Because this is a concern that
I have been hearing from my farm groups from about—in my state
and others.

Secretary VILSACK. I think that what we are attempting to do is
to make sure that we are leveraging our resources effectively.
There is a tremendously—there is a great interest in all of these
conservation programs, and the response to the Regional Conserva-
tion Partnership Program is a good reflection of the interest of
partnerships and collaboration.

Yours is the first comment that I have received expressing con-
cern about the collaboration, and it is—actually, to be honest with
you, Senator, it is a little surprising because I have not found that
conflict in other parts, but we will certainly look into it.

Senator HOEVEN. Would you be willing to look into it?

Secretary VILSACK. Sure.

Senator HOEVEN. There are some cases where I think they are
working with other groups and I think it has gone well, but there
are some concerns here. Your willingness to look into it

Secretary VILSACK. Sure.

Senator HOEVEN. —I think would be very important.

Secretary VILSACK. If you would give us specific producers, we
would be happy to reach out to them or I will have, obviously, folks
talk about this generally.

Senator HOEVEN. Absolutely, I will give you some of the groups,
the farm groups and associations that have contacted me, and if
you are willing to follow up on that, that would be great.

The third question I had really relates to implementation on the
Farm Bill, where somebody has made a land acquisition. Typically,
if the prior producer will not give them their historical yields and
so forth for establishing base and enrolling in a program, you have
gone to the county T-yields and so forth.




46

But there was also a proposal by some of the farm groups to use
three fields that are contiguous or in the area because the county
average may be a lot lower than what those acres have been pro-
ducing.

Is there any willingness, or are you willing, to take a look at
something like that kind of proposal for establishing new base
acres for a farm program?

Secretary VILSACK. Senator, We are always trying to work with
folks. I do not want to commit myself specifically to saying, yes,
that we will do that, but we should always be willing to take a look
at whatever suggestions producers are making to improve the pro-
grams.

Senator HOEVEN. I think that is the biggest thing with imple-
mentation of this Farm Bill, particularly as they are trying to
make a decision, between ARC and PLC. Just any flexibility you
can give them is much appreciated.

Secretary VILSACK. I would say that in relationship to the
crafting of the legislation that there may be things folks would like
us to do that the legislation simply does not allow us to do. We
have run across that in a couple of circumstances, where the lan-
guage is very specific in the Farm Bill, but we will do what we can
to be willing to listen and do what we can to be as flexible as we
can within the existing statutory directive.

Senator HOEVEN. Thanks, Mr. Secretary. Appreciate it.

Chairman ROBERTS. Let me say that the question I submitted for
the record is a follow-on to Senator Hoeven’s concern.

The Farm Bill reattached—so now I am not submitting it for the
record—wetland compliance—and in my part of the world, our part
of the world, highly erodible land; the acronym for that is HEL, by
the way, H-E-L—conservation compliance requirements to crop in-
surance.

Well, to implement and to administer and force this new require-
ment, I know that there will be three separate agencies within the
Department, if you say Risk Management Agency, RMA, and the
Natural Resources Conservation Service.

So what you have said is encouraging to me with regards to a
multi-agency process that will involve some complexity, both from
an agency/administration perspective and also from the perspective
of a new producer just learning how to come into compliance for
the first time, because you have got three separate agencies to deal
with.

You have already made the commitment to have representatives
from these agencies really try to communicate and provide informa-
tion on a continual basis to us and to our individual producers, and
I thank you for that.

Well, thank you, Mr. Secretary.

We have the distinguished Majority Leader here. Would the dis-
tinguished Senator have any questions of our most cooperative Sec-
retary of Agriculture?

Senator MCCONNELL. Thank you, Mr. Chairman. I do not. I am
here, whenever you think the time is right, to introduce a nominee.

Chairman ROBERTS. Your time is my time, and the time is right.
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That will conclude the first portion of our hearing this morning,
looking at Farm Bill implementation. Other issues were brought
up, but that is the primary goal of this hearing.

I want to thank each of our producer witnesses for taking time
out of their busy schedules to come to Washington and share their
perspective on how things are working out in farm country.

I also thank Secretary Vilsack again for his time and ongoing ef-
forts to make sure the critical investments we made in this Farm
Bill are implemented in a way that works for farmers and ranchers
all across the country.

I very much appreciate your hard work and look forward to op-
portunities to work together, sir.

To my fellow members, we would ask that any additional ques-
tions that any member might have for the record be submitted to
the committee clerk five business days from today or by 5:00 p.m.
next Tuesday, March 3rd.

We now ask Mr. Hall and Mr. Tonsager to come to the table,
please.

Secretary VILSACK. Mr. Chairman, can I thank the Majority
Leader for taking me off the hot seat?

[Laughter]

Senator MCCONNELL. Anything I can do for you, Mr. Secretary,
let me know.

Chairman ROBERTS. We now move to our third and final panel
for today’s hearing. We welcome today’s two nominees to serve on
the Board of the Farm Credit Administration—dJeffery Hall and
Dallas Tonsager.

The Farm Credit Administration is comprised of three board
members and serves as the lead regulatory body overseeing the
lending associations and banks which comprise the Farm Credit
System.

Our first nominee is Mr. Jeffery Hall. I yield to the distinguished
Majority Leader.

Senator MCCONNELL. Thank you very much, Mr. Chairman, Sen-
ator Stabenow.

I wanted to welcome my constituent and friend, Jeff Hall, to the
Committee as consider his nomination for the Farm Credit Admin-
istration Board.

Inspired by his upbringing on a family farm in Southern Indiana,
Jeff has devoted his 30-year career to serving farming across my
state. Early in his career, he took a position with the Kentucky
Farm Bureau, where he learned directly from the brightest in Ken-
tucky agriculture. Thereafter, Jeff joined my staff as Legislative
Assistance for Agriculture, where he worked on issues for this very
Committee.

Later, he served as Assistant to the Dean of our highly regarded
College of Agriculture at the University of Kentucky from 1994 to
2001. From 2001 to 2009, he was appointed State Executive Direc-
tor to USDA’s Farm Service Agency in Kentucky, where he was re-
sponsible for administration of the Agency’s commodity, conserva-
tion, and lending programs.

Finally, Jeff has dedicated his spare time to assisting those in
agriculture as he has held leadership positions within the Louis-
ville AG Club and the Kentucky Pork Producers Association.
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Given Jeff’'s wealth of experience serving the farming community,
his tremendous work ethic, and can-do attitude, I do not have any
doubt he will be a great member of the Farm Credit Board. I am
personally very proud of his accomplishments and very happy to be
here today to introduce him to the Committee. He is a fine fellow
and would do an excellent job.

Chairman ROBERTS. We thank the Majority Leader for taking
time out of his busy schedule to introduce the nominee.

Our second nominee, Mr. Dallas Tonsager, is familiar to this
Committee. A farmer from South Dakota, Mr. Tonsager currently
owns and operates Tonsager Consulting, a rural development con-
sulting group based out of McLean, Virginia.

Prior to this, he served as the Under Secretary for Rural Devel-
opment at the Department for four years and previously served as
a board member of the Farm Credit Administration, the same posi-
tion he is being considered for now.

Prior to his service on the Farm Credit Administration, he held
a number of jobs in both the public and private sectors. He received
a bachelor’s of science degree from South Dakota State Univer-
sity—Go Jackrabbits!

Gentlemen, I look forward to hearing your testimony today and
asking you both some questions in regards to the role you would
play on the Farm Credit Administration should you be confirmed.

Before we swear you in and we hear from you, I want to turn
things back over to Senator Stabenow for any remarks that she
would like to make.

Senator STABENOW. Well, thank you very much, Mr. Chairman.

Welcome to both of you. We are very pleased to have both of you
willing to serve. I look forward to supporting your nomination on
the floor as we move forward.

This is a critical time for our country and for our rural economy.
The Farm Credit System supports rural communities in every part
of the country, and it is very, very important.

American agriculture is experiencing significant changes right
now, from price swings to adverse weather conditions, and that de-
mands careful and dedicated attention, and I am confident that
both of you will be able to provide that.

Mr. Chairman, I apologize. I am going to be having to step away
at this point, and I am going to have confidence that left to your
own devices, we will be in good hands without my being here with
you.

But I do apologize, and it is not for lack of support or under-
standing of the significance but because of a prior commitment.

So, welcome.

Chairman ROBERTS. I thank the Senator.

Gentlemen, there are two questions that I need to ask you under
oath before you testimony, if you would stand and raise your right
hand, please.

Do you swear that the testimony you are about to present is the
truth, the whole truth, and nothing but the truth; so help you,
God?

Mr. HALL. T do.

Mr. TONSAGER. I do.
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Chairman ROBERTS. Second, do you agree that, if confirmed, you
will appear before any duly constituted committee of Congress if
asked to appear?

Mr. HaLL. T will.

Mr. TONSAGER. I will.

Chairman ROBERTS. Please be seated.

Mr. Hall, why don’t you proceed?

STATEMENT OF JEFFERY S. HALL, OF KENTUCKY, TO BE A
MEMBER OF THE FARM CREDIT ADMINISTRATION BOARD,
FARM CREDIT ADMINISTRATION

Mr. HALL. Thank you, Chairman Roberts, Senator Stabenow, and
members of the Committee. It is an honor to appear before you
here today, and I am humbled to be nominated for the position of
a board member of the Farm Credit Administration.

I want to offer my special thanks to Senator McConnell, who
came in and made his introduction. He has been a great supporter
for many years and I of him.

Probably the biggest thing that happened was 27 years ago, get-
ting to come on his staff, sit in this very room and participate in
the 1990 Farm Bill and work with him.

It is especially an honor to be sitting at this end of the table and
recognizing the importance of this.

I also want to say I am proud to have my wife and my two chil-
dren with me here today. I did not have a hard time talking my
kids into missing school. So I am glad they are with me and get
to experience this, this morning.

As Senator McConnell and Senator Donnelly said, I was raised
on a Southern Indiana farm where it really gave me a great under-
standing, not only for the hard work that farmers put in on a reg-
ular basis but the importance of agriculture in this country. That
farm has been in our family since 1818, almost 200 years when it
was homesteaded.

What I learned growing up on that farm has shaped my life and
my career. It gave me inspiration to go to Purdue University to
study agriculture and become the first person in my family to grad-
uate from college. It was that opportunity that allowed me to expe-
rience more and gain a much deeper appreciation of agriculture.

In addition to my time working for the United States Senate, my
professional career has included time at the Kentucky Farm Bu-
reau, the University of Kentucky, and the U.S. Department of Agri-
culture’s Farm Service Agency. Each and every step of my career
path has broadened my base of knowledge and increased my appre-
ciation for the vital role that agriculture plays in our nation’s econ-
omy.

The productivity of America’s farmers over the past century is
unparalleled for thousands of businesses that provide inputs and
the thousands more that process, market, and deliver finished
goods. They are the very core of our nation’s wealth and abun-
dance.

The productivity of our farmers has fundamentally transformed
our nation’s economy. The Farm Credit System has played a cru-
cial role for nearly 100 years by providing a reliable source of credit
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to farmers, ranchers, ag businesses, and families who live and work
in rural America.

As a former System borrower, I believe in the important mission
of the Farm Credit System. As a farmer and former State Director
of the Farm Service Agency, I know the very real consequences
that regulations have on the daily lives of our farmers and ranch-
ers.

I do believe that regulations are important, but I also believe
that over-regulation can become a burden to individuals and busi-
nesses and limit their productivity.

I believe all regulatory agencies, especially those that have a fo-
cused mission like the Farm Credit Administration, need to bal-
ance the interests of the regulated community with clear, enforce-
able boundaries. It is vital to have a strong, independent regulator.

If confirmed as a board member, I will make it my primary re-
sponsibility to support commonsense rules that protect the safety
and soundness of the System.

While the farm economy has been very good over the past couple
of years and the overall economy is improving, there are some chal-
lenges that we will face very soon. With interest rates at historic
lows, rising interest rates are inevitable. Loan repayments will be-
come higher and will have an impact on our farmland prices.

Commodity prices are always a concern. Increasing volatility in
those prices will add pressure to marketing decisions by the bor-
rowers and, ultimately, their profitability. With the current outlook
for grain prices and the changing value of the dollar and the vola-
tility in the global economy, the need for a system to provide good,
stable credit is more important than ever.

In my lifetime, one of the most dramatic changes in agriculture
has involved the infrastructure that provides products and services
to the farmers and the accessibility to markets that sell their prod-
ucts. Our rural communities were once a hub of rural commerce,
with feed mills, equipment dealers, farm supply stores, and live-
stock markets.

While it is a bit nostalgic to look back and think about those
days, I think it is important to recognize the importance of infra-
structure that supports our farmers. I am excited about the oppor-
tunity to be on the Farm Credit Administration Board and learn
more about the partnership that the USDA has with the Rural In-
frastructure Opportunity Fund.

In conclusion, the business of farming has changed dramatically,
but the mission of the Farm Credit System and the role of the
Farm Credit Administration are just as important as ever. I believe
that the farmer-owned cooperative Farm Credit System is essential
to providing sound, adequate and constructive credit to America’s
farmers and ranchers.

I believe the Farm Credit System, commercial banks, community
banks and USDA loan programs have an important role to play in
our rural economy. Farmers and agriculturally related businesses
benefit by having multiple competitive sources of credit. If rural
America is going to continue to prosper, we must all work together.

Mr. Chairman, members of this Committee, I am honored to be
considered for a position on the Farm Credit Administration Board.
If I am confirmed and appointed, I will pledge to fulfill my respon-
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sibility to the best of my abilities. I will work with other board
members to ensure the System remains safe, and I will promise to
keep an open line of communication with your staff and you as
Chairman of the Committee.

I thank you for the opportunity to be present today.

[The prepared statement of Mr. Hall can be found on page 68 in
the appendix.]

Chairman ROBERTS. Well, thank you very much.

Mr. Hall, I neglected to—when you made reference to your fam-
ily. I would like for your wife Elaine, your daughter Kathryn, your
son William, who is doing a good job of holding up that wall under-
neath that light

[Laughter]

Chairman ROBERTS. —and your friend Steve Connelly, to please
rise.

At the same time, Mr. Tonsager, if you would have your wife
Sharon and your son Joshua, please rise so the Committee can wel-
come them, please.

Thank you very much.

[Applause.]

Chairman ROBERTS. Mr. Tonsager.

STATEMENT OF DALLAS P. TONSAGER, OF SOUTH DAKOTA, TO
BE A MEMBER OF THE FARM CREDIT ADMINISTRATION
BOARD, FARM CREDIT ADMINISTRATION

Mr. TONSAGER. Thank you, Mr. Chairman, and I would also like
to thank Ranking Member Stabenow, for the invitation to appear
before the Committee today.

I am grateful to President Obama for nominating me for this po-
sition.

I would like to thank former Senator Tim Johnson, Senator
Heitkamp, and Senator Thune and other members of the Com-
mittee and their staff who have been supporting and helping me
with this nomination process.

I also appreciate the support I have received from many of the
farm organizations.

I would like to recognize my wife Sharon, and my son Josh, who
are here today, as well as my son Keith, daughter-in-law Lindsey
and granddaughter Ilia, who cannot be here today.

I am excited to have this chance to work with the members of
this Committee, the farmer members of the cooperatives of the
Farm Credit System, and the other private financial institutions
that serve rural America.

If you choose to confirm my nomination, I plan to follow closely
the guidance provided by the Farm Credit Act and to be trans-
parent in my work.

I have devoted my career to farming and to serving the needs of
rural America. I believe that becoming a board member of the
Farm Credit Administration allows me to continue that work. It is
my hope to gain further insight into the dynamics of the capital
markets and how they affect our rural citizens. I further hope that
my experience will benefit the work of the Farm Credit System in-
stitutions.
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I have had the good fortune to spend most of my life on a family
farm, and to be part of a small community and its local institu-
tions, to have lived through some very good times as well as some
very bad ones. As you all know, agriculture is full of complexity
and pitfalls.

The work of the Senate Agriculture Committee, the House Agri-
culture Committee, and Congress as a whole has led to the creation
of many institutions that have shaped rural America.

I am proud to have lived on a farm that exists because of the
Homestead Act, to have gone to a local—to a land-grant university,
and to get electric power from a local rural electric cooperative.

Another institution, the Farm Credit System, has consistently
provided capital to rural America through good times and bad. The
Farm Credit Administration is charged with ensuring the safety
and soundness of the Farm Credit System and Farmer Mac. That
charge means we must anticipate and prepare for the constantly
changing risks farmers face, and we must help make sure the sup-
port they need is always there. Confidence in the strength of the
Farm Credit System is critical to all the stakeholders in rural
America.

I would like to recognize the work of FCA Board Chairwoman
and friend Jill Long Thompson and old friend and board member
Lee Strom.

I look forward to working with my future colleagues, Ken
Spearman and Jeff Hall.

Thank you for your consideration, and I look forward to any
questions.

[The prepared statement of Mr. Tonsager can be found on page
82 in the appendix.]

Chairman ROBERTS. Gentlemen, thank you for your patience.

I have several questions here on behalf of myself and my col-
leagues.

This is a question for you both. Of the criticism I have heard
from our rural bankers back home is that the Farm Credit Admin-
istration is less of a regulator of the Farm Credit System and more
of a rubberstamp. Pardon that pejorative.

How will you ensure that there is robust oversight of the System
and what ideas do you have going forward to make sure that con-
fidence in the Farm Credit Administration is maintained?

We will start with Mr. Tonsager.

Mr. TONSAGER. I feel very confident in the capacity of the FCA
to offer oversight of the Farm Credit System institutions. Having
had the opportunity to work there previously, and having seen the
back and forth that occurs and the competitive arguments that
occur, having seen the number of responses to various regulations
that have been put forward by all parties from rural America, I feel
very comfortable in the capacity of the Farm Credit Administra-
tion, its employees, and the Board of Directors to carefully consider
the arguments of all parties.

Chairman ROBERTS. Mr. Hall.

Mr. HALL. I think my previous experience sitting in this room
and understanding the importance of the statutes as they are writ-
ten and the rules that are set by this Committee give me the guid-
ance to make sure that we are following those rules.
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If there are occasions outside of those that we need brought to
our attention, believe me, we will take care of those things. So we
will follow those rules, Mr. Chairman.

Chairman ROBERTS. I would just emphasize again, in my opening
statement, too many farmers and ranchers and people in rural
America believe they are being ruled, not governed. It is basically
because of the tremendous over-regulation that we have seen in
farm country and, for that matter, every sector of the Kansas econ-
omy, and I think that also represents every other state.

I especially appreciate your commitment for strong oversight.

Second question: Crop insurance is a critical tool to producers in
Kansas and all throughout the country and many of the entities
who finance them. What thoughts do you have about risk manage-
ment and how should Farm Credit look at these tools as you con-
sider the forecast for the ag economy?

Mr. Hall, why don’t you go? We will go back and forth.

Mr. HALL. Yes, sir. As the previous panels have stated the impor-
tance of crop insurance, I really do not need to go back and repeat
that. We understand how important crop insurance is. I think the
Farm Credit System, by offering that opportunity to producers to
purchase crop insurance, is important.

I think it is also a part of our responsibility to make sure that
the producers, the borrowers, understand the best use of crop in-
surance. Maybe some educational programs that we can work to-
gether with educational institutions to provide more information
might be of importance.

Chairman ROBERTS. Mr. Tonsager.

Mr. TONSAGER. Yes. I think—having been a farmer in the 1980s,
I think there is much to be learned from the experiences we had
at that time.

How we handle risk personally on our individual farms and how
we handle risk in the financing of farms is absolutely critical, and
the crop insurance program is a critical part of that risk mitigation
process that all farmers should consider. So I think it is a bottom-
line issue for those—all lenders in rural America, whether or not
people carry that risk mitigation tool of crop insurance.

Chairman ROBERTS. I thank you for that.

As Chairman of the Committee, one of my top priorities again is
making sure that the agencies under my jurisdiction, our jurisdic-
tion here in the Committee, understand that our farmers often feel
times that our government is more of an adversary than a partner.

I hate to keep picking on that, but I hear that in town hall meet-
ing after town hall meeting, farm group after farm group or any
other commodity organization.

By the way, I am going to go overtime with regards to the timer,
and there is nobody else here that is waiting.

[Laughter]

Chairman ROBERTS. Except you, gentlemen, which I appreciate.

What kind of outreach and engagement do you plan on under-
taking to show that the Farm Credit Administration is looking to
provide Kansas farmers or, for that matter, any farmer all across
the country, that the appropriate regulatory balance is being met?

Now you can play a certain role in this to really be of help to
us. If confirmed, will you commit to traveling out to farm country,
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more especially my State of Kansas, to meet with Farm Credit
lenders and Kansas bankers? I think that would be a good thing
to do as you travel around the country, to receive that kind of
input.

The answer is yes, by the way.

[Laughter.]

Mr. TONSAGER. Mr. Chairman, it is a great pleasure to get the
chance to go out and visit producers everywhere. I was recalling
my first term in the FCA. I think in my first 18 months I made
26 trips to visit with boards and other parties.

I think we have an obligation to be an arm’s-length regulator cer-
tainly, but we also have an obligation to communicate with the
Farm Credit institutions, as well as other rural lenders, and have
dialogues with them about the status of credit.

Chairman ROBERTS. I appreciate that.

Mr. Hall.

Mr. HALL. I completely agree. I understand we are an arm’s-
length regulator.

But I can tell you, as a state director of the Farm Service Agency
traveling out to the county offices, I really learned what happens
with producers. I learned the program technicians and the county
executive directors are the ones that know more about the pro-
grams than the state directors sitting in the state office. So I in-
tend to travel as much as possible.

Chairman ROBERTS. Thank you for that.

With the potential of continued decreases in commodity prices,
which you both have mentioned, and a drop in the value of farm-
land, what concerns do you have about farmers’ ability to pay back
the interest and principal on their loans in the near future and do
you know if any System lenders are taking this forecast into con-
sideration when issuing loans now?

Mr. HALL. Just coming into this position, we have not been
briefed on sort of the status of individual associations and where
they are, but I promise you that once we get in there that is some-
thing that I intend to take a look at—how each association is han-
dling, number one, land price changes, commodity price fluctuation.
All those things are going to be an important part of how we move
forward because there are challenges.

I lived through the ’80s and the farm crisis, and I do not see that
on the horizon, but I do think there are challenges that we need
to be prepared for.

Chairman ROBERTS. I appreciate that.

Mr. Tonsager.

Mr. TONSAGER. Yeah, I think we have a real obligation to work
closely with the System and, as the regulator, with the staff, to
look for all the early warning signs of any potential systemic prob-
lems that we can see.

I know the System was looking hard at those when I was there
the last time, looking for the amount of risk they could assume
under very explosively expensive farmland price growth and con-
cern about that effect in the long term.

So, yes, I think we must be looking closely at the related issues.

Chairman ROBERTS. Everybody on this Committee knows, when
we hear from competitors that the System is expanding, according
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to them, into areas of the economy that some argue Congress might
not have envisioned when the System’s lending jurisdiction was ex-
panded back in the early '90s. I remember those days and when I
was a member of the House Agriculture Committee.

What limits are there to the lending authority of the Farm Cred-
it System and does the Farm Credit Administration authorize Sys-
tem lending to any company engaged in business in the rural part
of the country regardless of the availability of private financing?

Mr. TONSAGER. Well, I think the number one question, having
been an under secretary at USDA and been in the rural develop-
ment mission area, is to make sure that there is adequate credit
for all rural Americans and for agriculture to grow.

We need to, I think, take a hard overall look at value-added agri-
culture, the things that add value to the processing of our products.

I think we need to work closely with the private sector and the
Farm Credit System to make sure that there is especially long-
term credit available.

So I think that is the overarching question as we go forward. Is
the private sector meeting the needs of rural America? Is Farm
Credit meeting the needs?

If there is a lack of capacity for credit, then we need to answer
the question, working together with both the System, the private
sector, and addressing that.

I think we do have a need to look closely at the statute and the
guidance of the statute, but we need to look expansively in how we
make sure capital—investment capital, credit capital—is available
to accomplish what we need to have done to help rural America
grow.

Chairman ROBERTS. Mr. Hall.

Mr. HALL. I believe that similar-entity legislation is maybe 20
years old, and it was addressed at that point.

I think there are some clear guidelines provided in statute that
we need to follow. I guess as a regulator our responsibility is going
todbeé1 make sure that we stay within those guidelines that are pro-
vided.

Sometimes that line may get a little gray when it comes to dif-
ferent kinds of loans to be approved, and I think that is where com-
munication with you and with the staff to make sure we are stay-
ing within our authority is vital.

Chairman ROBERTS. I appreciate that.

I have two more, three more, but I am going to submit those to
you for the record because tempus is fugiting with regards to your
commitments and that of the Chairman.

Thank you to both of our witnesses for your time and willingness
to be considered for service to agriculture and rural America as a
member of the Farm Credit Administration Board.

We will not be voting on your nomination today, but we are
working to schedule a business meeting as soon as possible for a
Committee vote that can actually be taken off the floor. So, hope-
fully, we can address this just as quickly as possible.

To make that possible, I ask members to submit any additional
questions that they may have—pay attention, staff—for the record
by 5:00 tomorrow and Wednesday, February the 25th.

Thank you, everyone, for your time today.
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A special moment. We are adjourned.
Mr. TONSAGER. Thank you.
Mr. HALL. Thank you.

[Whereupon, at 12:24 p.m., the Committee was adjourned.]
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Senate Committee on Agriculture, Nutrition & Forestry
The Agricultural Act of 2014: implementation after One Year and Farm Credit Administration
Pending Nominations
Tuesday, February 24, 2015
Statement for the Record

Senator Klobuchar

Chairman Roberts, congratulations on becoming Chairman of the Senate Agriculture Committee, Over
the years, you have shown your commitment to America’s farmers and ranchers through your work on
the 1996 Farm Bill as Chairman of the House Agriculture Committee, and as Ranking Member of this
committee as we began writing the 2014 Farm Bill. This committee is proof of what can get done in the
Senate when we work together, across the aisle, and | look forward to doing what | can to ensure that
tradition continues.

| would also like to thank Senator Stabenow for her long-time leadership and congratulate her on her
record of achievement while serving on this committee.

And, Mr. Chairman, | can’t think of better subjects for your first hearing than what we’ll be discussing
today. On implementing the 2014 Farm Bill, we'li hear right from the producers and learn from their
real-life experiences working with the policies created in the bill. And, we'll hear from Secretary Vilsack
who can report on implementation from the department’s perspective.

We all worked hard to pass a bipartisan Farm Bill last year, but | know our work is not done. We must
make sure the programs are being implemented as Congress intended to support farmers and rural
communities in Minnesota and across the country, and ! look forward to continuing to work on new and
innovative policies for our future.

Secretary Vilsack, | appreciate ali your work to swiftly implement Farm Bill provisions and | want to work
with you on issues that are important to my state. Livestock producers in Minnesota are currently
struggling with wolf depredation after a recent court decision reinstated federal protections for the gray
wolf and ended effective state management of the wolf population. | am hopefui the U.S. Department
of Agriculture can take action to help these producers as calving season approaches. | am also interested
in the economic impact the administration’s more open trade policies with Cuba could have on
American farmers and ranchers. That is why 1 have introduced bipartisan legislation to fift the current
embargo and eliminate legal barriers to Americans doing business in Cuba.

Access to credit is one of the most important issues farmers and ranchers face, and | am pleased that
the committee will hear from pending Farm Credit Administration board nominees. | sent a letter along
with Senator Hoeven to Chairman Roberts and Ranking Member Stabenow asking that consideration of
Mr. Hall and Mr. Tonsager be one of the committee’s first actions in the new Congress so that the Farm
Credit Administration can continue its important oversight role. 1 look forward to working with the
members of this committee on all of these issues and more in the 114" Congress.
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U.S. Senate Committee on Agriculture, Nutrition and Forestry
Hearing: The Agricuitural Act of 2014 implementation after one year
Testimony of Michael DeRuiter, Michigan fruit grower
February 24, 2015
9:30 a.m.

Thank you, Chairman Roberts and Ranking Member Stabenow for the kind introduction,
and | thank the members of the committee for the opportunity to testify today.

I'm Michael! DeRuiter, a specialty crop farmer from Hart, Michigan. I'm pleased to be
here today to support the committee’s work on the Farm Bill, which has had a big
impact on my farm and the farms in our region of the state.

On our farm we raise approximately 1,000 acres of tart cherries, apples and peaches.
We also have a processing facility, where we process cherries in July and August. 'm a
third generation farmer and my wife Amanda and | are raising what we hope will be the
fourth generation to farm our land.

| farm with my brother and father on the eastern shore of Lake Michigan~what may be
the largest, most diverse specialty crop region in the state. We grow mostly tree fruit;
however the neighbors around me grow a lot of vegetables including asparagus,
squash, onions, carrots and pumpkins to name a few.

I'd like to briefly share with you how the Agricultural Act of 2014 has been impactful not
only to my farm, but to Michigan as a whole. While there are many critical programs in
the bill that help our industry, I'd like to focus on a few specific areas: conservation,
research, nutrition, and crop insurance. :

Conservation: Farming in western Michigan, with so much water all around us,
conservation is an important consideration. For our farm to be economically viable for
the next generation, we must think about sustainability, soil health and Integrated Pest
Management (IPM) programs on a daily basis. Our family believes strongly that we
need to leave our farm in better shape than when we started. To that end, our farm is
verified in the Michigan Agricultural Environmental Assurance Program, or MAEAP,
MAEAP verification requires having a third-party auditor inspect our farm to verify that
we are following good agricultural practices, and that we participate in conservation
programs that help improve soil health and protect the environment. Today our orchards
are all no-till systems to protect our soils from run-off and nutrient movement.

MAEAP is an important, voluntary program in Michigan that continues to grow, but it
wouldn't work without NRCS programs that assist farms with technical and financial
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assistance to build and pay for chemical containment systems, storage facilities, fueling
pads and other similar projects. NRCS today has a unique partnership with state
agencies and conservation districts that helps farmers implement lasting conservation
practices.

Research is also vital to our farm and Michigan agriculture as a whole. New technology
and programs to reduce pesticide use and enhance IPM are critical. Funding available
through the Specialty Crop Research Initiative has helped us move all specialty crop
research forward. | want to hightight one project: RosBREED |, a $14 million program
under the last Farm Bill that provided the research framework for the apple, peach,
cherry, blueberry and strawberry industries to map the genome in Rosaceae. This
project brought together breeders from all over the world to develop and identify the
genetic markers for fruit quality, and led to the RosBREED Ii proposal, funded last year
for another $10 million. RosBREED | will focus on cherry leaf spot and Armillaria, two
key disease threats in the cherry industry. Cherry leaf spot control costs our farm
thousands of dollars every year. Armillaria lives in the soil and over time we will not be
able to replant our cherry orchards unless we can develop resistant varieties. The
Specialty Crop Research Initiative has been critical, promoting collaboration across
state lines and around the world to address key researchable problems. There is no
other funding source to address these issues today.

Nutrition: Michigan is one of the eight pilot states for a new school-food pilot program
exploring local sourcing. This is a very big deal for specialty crop growers. Finding new
ways to provide fresh fruits and vegetables to our nation’s schools is a very good idea.
The pilot program will redefine how schools work with local farms, vendors and shippers
to decrease food transportation costs. It will also allow the government to streamline the
buying process and get more locally grown fruits and vegetables into our schools. Our
state is pleased to be part of the pilot, providing buying flexibility while supporting local
farmers and processors. | can't leave this topic without also talking about the bonus
procurements from USDA and how it helps farmers remove surplus product from the
market and get it into the hands of needy families. Specialty crop industries across the
nation have benefited tremendously from the program.

Crop Insurance/Noninsured Crop Disaster Assistance Program (NAP): Crop
insurance for specialty crops is of vital importance. For several years in our area you
could buy crop insurance for apples and peaches but not cherries. In 2014, for the first
time ever, a tart cherry policy became available to all growers. While NAP is an
important option for farmers, we also needed a broader risk management tool like crop
insurance, which covers for multiple perils, beyond disasters. We purchased crop
insurance last year and, while we had a nice crop, growers in southwestern Michigan
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suffered a wind storm on June 2" that ruined most of their crop. Those growers are
working with their crop insurance adjusters to recuperate the damage from that storm.
This is a good news story for cherry growers, and as a young farmer it is vital that there
is support for programs like this. Specialty crops are high-value crops with high input
costs. We need programs to help mitigate the risk so that young farmers don’t go broke
because of one adverse weather event.

NAP is also very important, and the new buy-up policy is a great tool for smaller farms
and other non-insured crops. The policy implemented in the new Farm Bill provides
better coverage for farmers and is a step in the right direction for those farms that don’t
have crop insurance today.

The new Farm Bill is an important tool for my farm and the many, diverse farms across
western Michigan. Thank you again for the opportunity to join you here today. I'd be
happy to answer any guestions you might have.
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Rich Felts
Owner/Operator/Partner of Felts Farms LLC in Kansas
Senate Agriculture, Nutrition and Forestry Committee

The Agricultural Act of 2014 implementation After One Year

February 24, 2015

Chairman Roberts, Ranking Member Stabenow, and members of the committee. It is an honor
and privilege to sit before you today. My name is Rich Felts. | live near Liberty, a small but thriving
community in Montgomery County, Kansas, We farm very close 1o the lowest point in Kansas —a spot in
the Verdigris River as it leaves Kansas and enters Oklahoma. in this community, my wife Shirley and ! have
raised four children and are the proud grandparents of six spoiled grandchildren. My brother, Larry, and |
are the fourth generation to farm this ground and my son, Darren, and nephew-in-law, Adam, both of
whom do the heavy lifting now days, are the fifth generation. Together, we farm 3,000 acres of ground —
everything from highly productive to marginal — where our primary crops are wheat, soybeans and corn.
We also have facilities to market 4,000 head of hogs annually; the past few years we have custom-fed
breeding stock before marketing the pigs when they reach 270 pounds. We also background about a 60
head cow herd. Additionaily, | am serving my first term as president of the largest agricultural
organization in the state, Kansas Farm Bureau. To the 40,000 voting members of our organization,
Chairman Roberts has been a steadfast advocaté for producers who farm in areas of the country where
Mother Nature throws droughts, freezes, floods, fires, high winds and pest invasions at us, sometimes all
in the same year.

Personally, this is a very timely hearing. Just last week | was in the Montgomery County, Kansas
Farm Service Agency {FSA) office making decisions on reallocating my basg acres, updating my crop yields

and determining which Title | program | wanted to enroll in for the next four years. And, | do want to
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emphasize four years as | am hopeful that whatever the future of farm policy happens to be, it will
provide more certainty and stability than what farmers and ranchers all across the country had to deal
with in 2011, 2012 and 2013.

Without guestion, crop insurance has been the cornerstone of the safety net for Kansés
producers over the past decade. Like most farmers, | can tell you about my crop production year-by-year
just by remembering some very significant weather events. In 2007 we had the Easter freeze in April that
killed off nearly all of the wheat and then in late June and early July we experienced what is considered to
be the flood of record on my property next to the Verdigris River. Not only did we have no wheat
production, the flood decimated our corn and the waters didn’t recede soon enough to aflow us to
rehabilitate the soil in time for us to plant soybeans or any other crop. In 2011 we had a March that felt
like July. It was so hot that whatever wheat did produce grain was harvested somewhere between 30 and
45 days ahead of normal, with about 60 percent of our normal production; the farther west you drove
the worse it was. At that time, with the help of Chairwomnan Stabenow, Ranking Member Roberts and
USDA Secretary Vilsack, a lot more attention from multiple federal agencies went into determining “flash”
drought conditions and how quickly those of us in Kansas could be impacted.

Then came 2012. This committee is no stranger to the nationwide impacts of the drought that
year and Kansas was no different. By this time my friends in western Kansas were three to five years into
a drought. If it were not for the federal crop insurance and the Livestock Forage Program (LFP), many
would not be farming teday. Our members in western Kansas sure wish a limited irrigation crop insurance
product was available back then; they do remain hopeful USDA will approve such an option soon.

As you know, the 2014 Farm Bill amended and brought back to life the LFP provisions which
expired before the rest of the titles in the 2008 Farm Bill, making it retroactive to October 1, 2011 and
allowing the program to more effectively assist farmers and ranchers as the drought entered our state in

2010 and slowly spread over the next three years. When the signup opened this past year, 62,000
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Kansans applied for LFP assistance and while | understand that payments are expected to be significant
this year we hope weather conditions improve and our livestock producers do not have losses af this level
moving forward.

If it were not for the federal crop insurance and the Livestock Forage Programs, many Kansas
farmers and ranchers would not be in operation today. The bani;s would not be willing to give these hard-
working Americans an operating note or line of credit, agricuitural producers would not be protectiné and
conserving our natural resources for future generations, Main Street businesses such as the hardware
store, grocery store or various agribusinesses would take a severe hit and likely be forced to close, and
our nation would not be able to provide the food, fuel and fiber that the world depends on us to provide.

It's just as important to remember, the federal crop insurance program only pays farmers when
they have experienced a loss — whether that be from lack of yield production or a lack of revenue. |
would be remiss if | did not at least mention that | have been blessed with some very productive crop and
fivestock producing years, 2014 being one of the highlights. These are the years that keep me excited to
farm. | never enjoy calling my crop insurance agent or scheduling a time for the adjuster to visit any of my
fields but | do know that the premiuns | pay every single year allow me to sleep at night knowing if {
manage my business in a proper manner and just in case Mother Nature has other plans for my field | can
still call myself a farmer next season.

Two weeks ago Kansas Farm Bureau hosted a Commodities Conference where our members
heard from state Farm Service Agency {FSA) and regional Risk Management Agency (RMA} employees. In
Kansas we are fortunate to have a strong working relationship with these agencies and the folks who
work there. We also have a great partnership with the first land grant university in the nation — Kansas
State University. The Extension branch of the university has published several informational factsheets
and is just wrapping up a series of producer outreach and education events on the new Title | programs

within the 2014 Farm Bill. Farm Bill education efforts between K-State, Kansas Farm Bureau and the FSA
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have been stellar, with nearly 200 public meetings across the state. But this is a very complex Farm Bill;
between the decisions of yield updating, base reallocation and farm program selection, there is a great
deal of data to sort through, calculations to make, and often multiple landlords and/or tenants to
communicate with — some of whom do not five nearby. And while the online decision tools have been
extremely helpful, many of our members don’t have computer access or the technical expertise to use
them effectively. Additional time and certainty throughout the signup period may be very beneficial as
producers work through the process.

Again, we commend Secretary Vilsack and the employees in Kansas FSA, NRCS and RMA on their
efforts to implement this Farm Bill in a timely manner and their leadership to ensure policies among
muitiple sister agencies are coordinated and up to date with evolving farming practices.

Our members, however, have run into a glitch; on some operations when a covered commodity
such as corn was planted following a non-covered commodity — such as rye or any other fall-planted
cover crop - the corn acres are not being recognized as eligible for base reallocation. As you know, a
growing number of producers across the country are planting cover crops to not only reduce soil erosion
and compaction but also to increase microbial activity, improve soll structure and enhance water
infiltration. We found out about this issue fast fall and immediately reached out to our state FSA office as
well as Senators Roberts and Moran. We appreciate all of their assistance in communicating this issue to
FSA headquarters, where Secretary Vilsack and his team took the necessary steps to remedy the problem.
We hope this software fix will be available soon. Members of Kansas Farm Bureau and producers all
across the nation who are caught up in this situation must be given adequate time to determine how they
address their base acres given this new infarmation.

Additionally on the topic of cover crops, turnips and radishes are two plants that are often
included in cover crop mixes because they do a great job of breaking up a hard pan in addition to

improving soil structure and enhancing water infiltration. But because they are technically vegetables,
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farmers must schedule a field visit and pay a fee to FSA in order to verify that the cover crop was not
harvested as a vegetable. Clearly cover crops, regardless of what is in the mix, are not intended for
harvest as a vegetable; and cover crop mixes that include turnips, radishes or any other vegetable should
not be penalized with additional fees versus cover crop mixes that do not.

While not under the jurisdiction of this committee, farmers and ranchers all across the country
have to deal with a magnitude of weather events as well as burdensome intrusion of government.
Whenever Kansas Farm Bureau hosts a meeting — anywhere from lochnson City to Johnson County —we
receive more guestions about EPA, OSHA, USFWS, DOT, CFTC and FDA regulations than we do about farm
programs. | grew up believing the USDA was the "people’s department” and | can truthfully say
throughout my adult farming career this has been the case. USDA has been responsive to drought, they
have been proponents for trade, they implement strong conservation measures through volunteer
programs and cost share agreements, and they help keep our food supply safe. Other departments and
agencies within the federal government have not be a friend to agriculture or rural America. As this
committee continues to discuss and» champion the causes those of us back on thé farm believe in, |
strongly encourage you to keep in mind how the reckless behavior of some of the other governmental
entities burdens farmers in Kansas.

In closing, crop insurance is a crucial tool for farmers across the United States. It is the only
program producers like me actually put our own skin into every year. It protects us from catastrophic
losses and precludes the need for unbudgeted ad-hoc disaster legislation that ofteq takes Congress years
to pass and even more time for USDA to dole out. The positive changes this committee made to crop
insurance in the 2014 Farm Bill will only solidify the program as the cornerstone of risk management
moving forward. The other major changes to farm policy in the 2014 Farm Bill will take some more time

to fully understand, but one thing is certain, farmers and ranchers appreciate the certainty a five year
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Farm Bill brings to their operation. Thank you for your time and | would be happy to answer any questions

you may have.
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Prepared Statement of Jeffery S. Hall
Nominee for Board Member of the Farm Credit Administration

Chairman Roberts, Senator Stabenow and distinguished members of this Committee, |
am honored to appear before you today. | am humbled to be nominated by President
Obama for the position of Board Member for the Farm Credit Administration.

| want to offer a special thank you to Leader McConnell for his recommendation to this
position, for his continued support for many years, and most of all for giving me an
opportunity to come to Washington and work for him nearly 27 years ago. Sitting in this
room today brings back memories of the many hearings and meetings that | attended
and reminds me of what an honor it is for me to sit before you today.

1 would like to recognize my wife, Elaine who is with me here today and stands beside
me every day. Our two children, Kathryn and William, who are missing school to be
here today.

| was raised on a family farm in southern Indiana that has been in our family since it was
homesteaded in 1818. What | learned growing up on that farm has shaped my life and
my career. It gave me the inspiration to attend Purdue University, studying agriculture
and becoming the first person in my family to graduate from college. It was that
opportunity that allowed me to experience more and gain a much deeper appreciation
for agriculture.

In addition to my time working in the United States Senate, my professional career has
included working for the Kentucky Farm Bureau, the University of Kentucky, Coliege of
Agriculture, the United State Department of Agriculture, and most recently a small
consulting business that primarily managed small trade associations. Each and every
step of my career path has broadened my base of knowledge and increased my
appreciation of the vital role that agriculture plays in our nation’s prosperity.

The productivity of America’s farmers over the past century is unparalleled and the
thousands of businesses that provide inputs and the thousand more that process,
market and deliver the finished goods are at the very core of our nation’s weaith and
abundance. The productivity of our farmers has fundamentally transformed our nation’s
economy. The Farm Credit System has played a crucial role for nearly one hundred
years by providing a reliable source of credit to farmers, ranchers, agricultural business,
and families who live and work in rural America.
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As a former system borrower | believe in the important mission of the Farm Credit
System. As a farmer and former State Executive Director of the Farm Service Agency,
| know the very real consequences that regulations have on farmers and ranchers. | do
believe regulations are important, but | also do believe that overregulation can become
a burden to individuals and businesses, which limits their productivity. | believe all
regulatory agencies, especially those that have a focused mission like the Farm Credit
Administration, need to balance the interests of the regulated community with clear and
enforceable boundaries. it is vital to have a strong independent regulator. If confirmed
as a board mempber, | will make it my primary responsibility to support common sense
rules that protect the safety and soundness of this system.

While the farm economy has been very good over the past couple of years and the
overall economy is improving, there are some challenges we will soon face. With
interest rates near historical lows, rising rates are inevitable. Rising interest rates will
increase loan repayments and this is already having an impact on farmland values.

Commodity prices are always a concern and increasing volatility in those prices will
place added pressure on marketing decisions by borrowers and ultimately their
profitability. With the current outlook for grain prices, the changing value of the dollar,
and volatility in the global economy, the need for the System to provide a stable source
of credit to agricultural producers and rural America remains as important as ever.
Additionally, access and availability of water, particularly for producers in western
states, will add pressure to their ability to produce many crops and may force changes
in production practices and add to the costs of production.

In my lifetime, one of the most dramatic changes in agriculture has involved the
infrastructure that provides products and services to farmers and the accessibility to
markets to sell their products. Our rural communities were once the hubs of rural
commerce with feed mills, equipment dealers, farm supply stores and livestock markets.
While it is a bit nostalgic to look back at how things used to be, | think we should
recognize the importance of investing in the infrastructure that supports our farmers and
provides much needed economic development activity to our rural communities. | am
excited about the System’s partnership with USDA’s Ruratl Infrastructure Opportunity
Fund.

In conclusion, the business of farming has changed dramatically since 1916, but the
mission of the Farm Credit System and the role of the Farm Credit Administration is just
as important as ever. | believe that the farmer-owned cooperative Farm Credit System
is essential to providing sound, adequate and constructive credit to American farmers
and ranchers. | believe the Farm Credit System, commercial banks, community banks,
and USDA loan programs all have an important role to play in maintaining a competitive
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marketplace for credit. Farmers and agriculturally related businesses benefit by having
multiple, competitive sources of credit. If rural America is going to continue to prosper,
we must all work together.

Mr. Chairman and members of this committee, | am honored to be considered for a
position on the Farm Credit Administration Board. If | am confirmed and appointed, |
will pledge to fulfill my responsibilities to the best of my abilities. I will work with the
other Board members to ensure the System remains safe and sound and | will promise
to keep an open line of communications with members of this Committee and your staff.
I want to thank you for allowing me to appear before this committee today and | would
welcome any comments or questions.
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TESTIMONY
Presented to the
Committee on Agriculture, Nutrition and Forestry
U.S. Senate
By

Ronnie Lee

On behalf of the

National Cotton Council and Southern Peanut Farmers Federation
. February 24, 2015

Introduction

I would like to thank Chairman Roberts, Ranking Member Stabenow, and Members of the
Committee for the opportunity to offer the views of the National Cotton Council and Southern
Peanut Farmers Federation regarding implementation of the Agricultural Act of 2014 (Farm Bill).
My name is Ronnie Lee, and my family and I raise cotton, peanuts, corn, small grains, pecans, hay
and cattle in Bronwood, Georgia.

The National Cotton Council (NCC) is the central organization of the United States cotton industry.
Its members include producers, ginners, cottonseed processors and merchandisers, merchants,
cooperatives, warehousers and textile manufacturers. Cotton is a cornerstone of the rural economy
in the 17 cotton-producing states stretching from Virginia to California. The scope and economic
impact extends well beyond the approximately 19 thousand farmers that plant between 9 and 12
million acres of cotton each year. Taking into account diversified cropping patterns, cotton farmers
cultivate more than 30 million acres of land each year. Processors and distributors of cotton fiber
and downstream manufacturers of cotton apparel and home furnishings are located in virtually
every state. Nationally, farms and businesses directly involved in the production, distribution and
processing of cotton employ almost 200,000 workers and produce direct business revenue of more
than $27 billion. Accounting for the ripple effect of cotton through the broader economy, direct and
indirect employment surpasses 420,000 workers with economic activity well in excess of $100
billion.

The Southern Peanut Farmers Federation (Federation) is comprised of the Alabama Peanut
Producers Association, the Florida Peanut Producers Association, the Georgia Peanut Commission
and the Mississippi Peanut Growers Association.

Importance of Sound Farm Policy

Our industries believe that sound farm policy is essential to the economic viability of the cotton and
peanut industries. We appreciate the tremendously challenging and lengthy process this Committee
endured to bring the 2014 Farm Bill to passage. We applaud the Committee’s efforts in what was a
difficult budgetary and political environment that was further complicated by outside challenges. It
was critically important to provide certainty to those involved in production agriculture since they
make long-term investment decisions based in part on federal farm policy.

As this Committee is well aware, the U.S. cotton industry faced the unique challenge of resolving
the longstanding World Trade Organization (WTO) dispute with Brazil. In developing new farm
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legislation, the U.S. cotton industry followed through on its pledge to work with Congress and the
Administration to resolve the Brazil WTO case and remove the imminent threat of retaliation.
Given the cyclical and volatile nature of commodity prices and generally thin margins relative to
production input costs, it is critical that U.S. farm policy is designed and implemented to provide a
sound foundation for production agriculture. Our industries are focused on efforts to ensure the
continued implementation of the farm bill in accordance with the statute and Congressional intent.
In addition, we want to work with this Committee and the full Senate and Congress to ensure the
2014 Farm Bill and the Federal Crop Insurance Act are maintained. We believe any attempts to
reduce funding for either Act will only undermine the purpose and ability of farm policy to provide
the safety net and effective risk management tools necessary for production agriculture. In addition,
at the time of passage, the Congressional Budget Office (CBO) estimated that the 2014 Farm Bill
would save $23 billion over 10 years. The reauthorization of the farm bill by the Agriculture
Committees represents one of the few areas in the Federal budget that has actually generated
savings.

In the cotton industry, we are currently experiencing a significant downturn in cotton prices relative
to prices just one year ago when the 2014 Farm Bill was signed into law. As is the case with many
commodities, U.S. cotton prices are largely influenced by the global cotton market, which is
impacted by various macroeconomic factors and government policies in major cotton producing and
importing countries.

Like other commodities, the peanut market fluctuates and peanut prices are low at this time. The
University of Georgia’s National Center for Peanut Competitiveness (the Center) has been
monitoring peanut acres through its representative farms for many years. These representative
farms stretch across all regions of the Peanut Belt. The Center reports that the 2014 certified
planted peanut acreage of 1,342,689 acres was below 2005, 2008 and 2012 certified acres. These
three years are high acreage points for U.S. peanut plantings. The 2015 peanut planted acreage
would require a 28% increase over the 2008-12 Olympic average of peanut planted acreage to
exceed acreage in 2005 and 2012.

The Runner variety of peanuts comprises about 80% of U.S. peanut consumption. Runners are used
primarily for peanut butter. For all varieties of peanuts, processors need approximately three to four
months carryover. When evaluating the supply and demand of the 2014 crop, we will have
approximately a 120 day carryover, for all peanuts, when we begin the 2015 crop year. Runner
peanuts will have approximately a 99 day carryover, which is a very tight market for Runner
peanuts.

Peanut Policies

The peanut industry is pleased with the peanut provisions of the 2014 Farm Bill. I would also like
to acknowledge USDA’s implementation of the farm bill to date. Although all regulations are not
finalized, the Department has done a good job of Farm Bill implementation in a timely manner. In
addition, Congress included a new Peanut Revenue Insurance Program in the 2014 Farm Bill. The
Risk Management Agency (RMA) team worked with stakeholders to establish this new program.
RMA’s effort was an inclusive process and has produced an insurance tool that we believe will
benefit farmers. We are in an educational stage with peanut organizations and land grants
providing information to producers about the new insurance policy.
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Stacked Income Protection Plan

Farmers understand that agriculture is an extremely risky endeavor, but they also understand that
effective risk management is the key to long-term viability. While the goal of farm programs is not
to completely remove the risk associated with farming, farm programs should strive to provide
opportunities for effective risk management. The Stacked Income Protection Plan (STAX) was
designed to work in concert with other insurance products in order to provide a fiscally responsible
and effective safety net for upland cotton producers. STAX, like other area-wide, revenue based
crop insurance policies, establishes a level of protection based on coverage levels selected and
purchased by producers and the commodity price determined by the U.S. futures market. This
results in a market-oriented farm policy that is unlikely to influence planting decisions and allows
producers to plant based on market signals.

We strongly commend RMA for the tremendous work it has done to implement the STAX policy
for upland cotton in an efficient and timely manner, making the policy available for 2015 in all
cotton producing counties that already had an underlying cotton policy in place. We estimate
STAX will be available on more than 99% of cotton acres in 2015, We appreciate RMA’s
accessibility and transparency during this implementation phase and their receptiveness to industry
input and feedback.

As with any new crop insurance policy, there are some unanticipated issues that we hope to address
for the 2016 crop year as we continue working with RMA. Our focus will be to ensure STAX is
expanded to all counties with any cotton production starting in 2016 so that all cotton producers
have the opportunity to purchase STAX for their risk management needs. We also are focused on
providing additional flexibility for producers in tailoring their risk management choices by allowing
STAX purchase decisions by growers to be completely independent for irrigated and non-irrigated
practices.

Crop Insurance Enhancements

Across the Cotton Belt, crop insurance is an essential risk management tool for cotton producers.
Given the diversity of weather and production practices, we supported the farm bill provisions that
provided a menu of insurance choices that are diverse and customizable, thus allowing for the
fullest participation and most effective coverage. We urge RMA to maintain this goal of flexibility
in the ongoing implementation of the 2014 Farm Bill crop insurance provisions. We believe
providing maximum flexibility is important to make crop insurance as cost effective as possible and
strongly support the crop insurance enhancements that provided greater flexibility for producers,
such as enterprise units by practice and coverage levels by practice. We appreciate the timely
implementation by RMA to make these changes effective for the 2015 crop year.

One of the enhancements critical to many areas of the Cotton Belt that are facing multi-year drought
conditions is the actual production history (APH) yield exclusion option for crop insurance. This
important enhancement should allow producers in these drought stricken areas to purchase
insurance coverage for a level of production more representative of actual production levels during
periods of more normal weather conditions,
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Upland Cotton Marketing Loan

The non-recourse marketing loan program for upland cotton remains a cornerstone of farm policy
for the U.S. cotton industry. While resolution of the Brazil WTO case required a modification to
the program by utilizing a formula for determining the annual upland cotton loan rate, other existing
features of the upland cotton marketing loan were retained in the 2014 Farm Bill. These include an
effective determination of the adjusted world price (AWP) for purposes of loan redemption in times
of low prices, as well as the provision of storage credits should the loan redemption price fall below
the loan rate.

In the current economic environment and low price situation for U.S. cotton, the marketing loan
program is an especially crucial tool for multiple segments of the cotton industry to effectively
market cotton and provide cash flow for producers to meet financial obligations. One of the
hallmarks of the marketing loan program is its function to ensure cotton flows through the
marketing channels and encourages orderly marketing of the crop throughout the year. An
impediment to the proper functioning of the marketing loan program is the application of a payment
limit, and in the case of the 2014 Farm Bill, the unified payment limit that applies to multiple farm
bill programs.

Implications of Unified Payment Limitation

One of the most challenging implementation issues has been the imposition of the unified payment
limit on the marketing loan program. Unlike previous farm bills, this is the first time a single,
unified limit has applied to multiple programs — marketing loan program, Agricultural Risk
Coverage (ARC) and Price Loss Coverage (PLC). This fact, coupled with the direct attribution
provisions that were first instituted with the 2008 Farm Bill, has resulted in an extremely complex
and challenging task for USDA’s Farm Service Agency (FSA) to be able to accurately and timely
track the accrual of marketing loan benefits to an individual producer. Since producers can and do
market their cotton (and other crops) using multiple marketing channels — marketing cooperatives,
private merchants, direct marketing — the complexity of tracking marketing loan benefits through
these multiple transactions has proven to be beyond the capability of FSA’s current systems.

For producers of multiple crops, the implications of the unified payment limit will be particularly
harmful as a portion or all of a producers’ payment limit could be used for marketing loan benefits
as the crop is marketed throughout the year. In many cases the exact time of loan redemption is out
of the producers’ control if the commodity is marketed through a cooperative or a private merchant
that has the option to redeem the loan commodity at any time. With the expected ARC and PLC
payments for the 2014 crop scheduled to be paid in October 2015, many producers could find
themselves with either no limit left for the payments or only eligible to receive a portion of the
payments. In the worst case, a producer receives payments in excess of the limit and is required to
repay a portion of the payment to USDA.

NCC has worked closely with FSA in recent months to help facilitate information sharing between
FSA and industry marketers in an attempt to develop more accurate and timely tracking of loan
benefits. To date, this process has not made the progress we had hoped for. In addition, we
continue to be concerned about the long-term impact on marketing decisions as producers see the
impact of this unified payment limit. Looking ahead, it is likely that some cotton will be placed in
the marketing loan for the full 9 month term and then be forfeited to USDA, rather than being
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forward contracted or actively marketed during the year. This practice will lead to cotton being
locked in the loan program, disrupting cotton flow to the market and to end users, and leading to
potentially greater government costs. In an attempt to address this growing problem, we continue to
urge USDA to utilize existing authorities to follow the intent of the marketing loan program, which
is to minimize the forfeiture of loan commodities and encourage loan redemptions. In fact, last
year’s “cromnibus” appropriations bill included report language that stated:
“The Secretary is directed to operate the marketing assistance loan program in a way that
encourages redemption and minimizes forfeitures of loan commodities to the Federal
government, and enables the orderly marketing of loan commodities throughout the year.
Further, the Secretary shall ensure that the marketing assistance loan program remains a
viable tool for all producers to use in marketing loan commodities freely and competitively.”

We appreciate all the efforts of USDA, to date, to work through the many issues created by the
unified payment limit on the marketing loan program. We intend to continue working with USDA,
and would urge this Committee to work USDA as well, to find a workable solution to the
unintended consequences of this provision — a solution that allows the marketing loan program to
function as intended since its implementation nearly 30 years ago.

‘Actively Engaged’ Rulemaking

Another area of concern regarding implementation is USDA’s current rulemaking to modify the
parameters used to determine whether an individual is ‘actively engaged’ in a farming operation and
eligible to participate in farm programs. While we have concerns about the potential unintended
consequences from this rulemaking, we want to emphasize the very narrow scope of the farm bill
provision that resulted in the ‘actively engaged’ rulemaking. The farm bill clearly stipulates that no
changes in the ‘actively engaged’ provisions will apply to individuals or entities comprised solely of
family members.- Further, the bill only requires the Secretary of Agriculture to define the term
“significant contribution of active personal management.” Beyond this, the only other possible
change is, if the Secretary determines it is appropriate, to establish limits on the number of
individuals by farm type that can qualify based on active personal management. However, this is
not a change required by the statute. And even this provision cannot apply to or impact any
individuals or entities made up solely of family members. We urge this Committee to work closely
with USDA as this rulemaking proceeds to ensure any changes to ‘actively engaged’ provisions
closely adhere to the narrowly crafted provision in the farm bill.

The NCC has always maintained that effective farm policy must maximize participation without
regard to farm size or income. Artificially limiting benefits is a disincentive to economic efficiency
and undermines the ability to compete with heavily subsidized foreign agricultural products.
Artificially limited benefits are also incompatible with a market-oriented farm policy. Arbitrary
restrictions on the contribution of management and labor are out of touch with today’s agricultural
operations and would only contribute to inefficiencies.

In addition to the ‘actively engaged’ rulemaking, we also want to ensure that no other changes or
modifications are made relative to program eligibility, including the spousal rule and how USDA
carries out this provision.



76

Extra Long Staple Cotton

The 2014 Farm Bill continued the Extra Long Staple, or “Pima” cotton loan program as well as a
competitiveness provision to ensure U.S. Pima cotton remains competitive in international markets.
The balance between the upland and Pima programs is important to ensure that acreage is planted in
response to market signals and not program benefits.

Conservation Programs

Conservation programs continue to be extremely popular across the cotton and peanut belt.
Specifically, the Environmental Quality Incentives Program and the Conservation Stewardship
Program both enjoy broad participation. We commend the Committee for streamlining
conservation programs in the 2014 farm bill. This will make the programs easier for the Natural
Resources Conservation Service (NRCS) to administer, but more importantly easier for producers to
utilize. These programs have become integral parts of many producers operations and achieve the
goal of improving and protecting the environment while also improving farming operations.

Export Promotion Programs

The continuation of fully funded export promotion programs, including the Market Access

Program (MAP), Foreign Market Development (FMD) Program, and Emerging Markets Program
(EMP), is critically important in an export-dependent agricultural economy, including for cotton
and peanuts. In the case of U.S. cotton, approximately 80% of the crop is exported annually.
Individual farmers and exporters do not have the necessary resources to operate effective promotion
programs which maintain and expand markets — but the public-private partnerships facilitated by the
MAP and FMD programs, using a cost-share approach, have proven highly effective and have the
added advantage of being WTO-compliant.

Exports are also important for peanut farmers. Between 2004 and 2014, peanut exports have more
than doubled. Exports to the main markets of the European Union, Canada, Mexico and Japan
continue to grow, while China presents significant expansion opportunities for U.S. peanut exports.
As a result of the 2014 Farm Bill, we anticipate sufficient peanut production going forward which
will allow for increased exports of U.S. peanuts. While we recognize that we are in a challenging
budgetary period, it is important to consider future options to enhance these programs, which have
not seen a budget increase in more than 10 years. Meanwhile, many of our international
competitors continue to outspend the United States in export promotion activities.

USDA Purchasing Programs

Federal government purchases of peanut butter continue to decline even though peanut butter
remains one of the cheapest proteins, helps deter obesity and addresses malnourishment. Federal
peanut butter purchases reached a peak of approximately 80 million pounds in the mid 1990’s but
the amount of purchases have continued to decline with less than 30 million pounds purchased in
the 2012-13 time period and even fewer purchases in 2013-14. We understand that there are
additional variables with regard to these purchases such as state and local product requests. We
would like for USDA to determine what has caused the decline and how, working with USDA, we
can turn this situation around.
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Farm Bill Education and Outreach

Given the fundamental changes and new policies included in the 2014 Farm Bill, our industries put
a substantial focus and priority on conducting outreach to and education of producers, landowners,
crop insurance agents, lenders, and other industry members to ensure they have complete, accurate
information. This is critically important given the many choices and decisions that producers and
landowners are facing in the farm bill, many of which will be in effect for at least the five-year
duration of this bill. We want to be sure decisions are made with the best information available and
with the best understanding possible of the implications.

To this end, the NCC has conducted two separate rounds of farm bill meetings across the Cotton
Belt. This included 49 meetings in the spring of 2014 following the bill’s passage, and then 25
meetings in the fall of 2014 once additional information was available from USDA. In addition,
NCC conducted four webinars to provide the same information shared at the meetings. It is
estimated that more than 6,500 individuals were reached through these efforts.

The Federation has held farm bill educational meetings across its member states as well as farm bill
webinars. In addition, state land grant universities have provided farm bill peanut educational
opportunities for our producers.

Conclusion

We appreciate the opportunity to provide these comments on the importance of maintaining the
2014 Farm Bill and the Federal Crop Insurance Act with no further budget reductions and to
provide our perspective on implementation progress and challenges to date. We look forward to
continuing to work with the Agriculture Committees and USDA on full implementation of the farm
bill and to address any shortcomings or unintended consequences. As producers in the midst of
making critical decisions on the various program options provided in the farm bill and program
election and sign-up deadlines are still ahead, it would be highly disruptive and punitive to make
adverse policy changes or budget reductions while the bill is still being implemented. And, with
cotton’s safety net now comprised solely by the marketing loan program and crop insurance, we are
especially concerned by the recent actions and statements focused on eliminating key crop
insurance tools. Farm policy generally, and cotton policy specifically, were substantially reformed,
funding reduced, and market orientation increased in the 2014 Farm Bill, so now is not the time for
further changes that will only undermine the foundation of risk management for production
agriculture.

Thank you and I will be pleased to respond to questions at the appropriate time.
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Chairman Roberts, Ranking Member Stabenow and Members of the Senate Committee on
Agriculture, Nutrition, and Forestry:

[ appreciate the opportunity to share with you my experience with implementation of the
Agricultural Act of 2014 (the "Farm Bill”). My name is Clay Mitchell. I am a corn and soybean
farmer from Buckingham, lowa. As I scramble to adjust to the crash in grain prices and titrate
the costs on my farm, the implementation of the Farm Bill is providing critical stability to the
policies that affect my operating and investment decisions. It also provides critical stability to
conservation incentives that tip operations like mine into sustainable systems.

I started farming full time in 2000 when corn prices averaged below $2 and non-land farming
costs were $200 per acre. According to the Economic Research Service, the average farmer in
our Heartland Region was unprofitable from 2000-2006. During the subsequent commodity
bubble, we had a 29-month run from 2011-2013 when corn prices averaged over $6.50 per
bushel and non-land farming costs were $500 to $600 per acre. Today we have corn prices in
the mid-three dollars per bushel. We have 2007 corn prices but 2013 costs, which are still
$500-3$600 per acre. I concur with economists who predict that this year we will have the
largest drop in farmer income since the Great Depression.

My farm rests in an interesting place in the spectrum of American grain farms. lowais
productive, but with innovative technology and strict agronomy, we have pushed our 10-year
average yields into the highest tier in the state, far above 200 bushels per acre. Like most
lowa farms, it is rain-fed, meaning that I do not have the expense of irrigation. All of whichis
to say that my break-even cost is as good as it gets in this business. In an economic-only
analogy, | am the equivalent of Saudi Arabia in oil production and the new areas that got
converted to corn over the last decade, where break-even costs are much higher, are the
Canadian tar sands.

Agriculture Risk Coverage

I put great effort toward dynamically adjusting my operation to changes in grain prices
beyond static considerations of diminishing returns. How can I preserve returns of $2 per
bushel corn by maintaining as much yield as possible with very low expenditures, and when
we have $8 corn, can [ take the lid off of yields using technologies and exotic agronomics that
are too expensive to use at lower prices? We can respond to the market with farming systems
that work over that whole range. It is the rapid shifts in revenue that hurt.

In rural communities that depend on grain production, farmers are the shock absorbers of
grain revenue volatility. Cash rents are extremely stable relative to commodity prices. We
have seen in the past several years input prices that appear to have unhinged from grain
prices. The Farm Bill gave us the opportunity to sign up for either the Price Loss Coverage
{PLC) or Agriculture Risk Coverage (ARC) programs to help with revenue drops.
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To help with program selection, extension agents, the Farm Service Agency (FSA), Farm
Credit, and agricultural journalists put together many calculators, seminars, and articles. They
helped me determine that the ARC program was better suited to my farm than PLC. When it
came time to sign up, my local FSA office in Tama County was organized and courteous. I hear
a lot of older farmers say they wish their social security office could operate as efficiently as
the FSA office.

Crop Insurance

Crop failures are less common on my farm than in most of the country. They are once-in-a-
lifetime events. Even so, | spend between 5 and 15% of my non-land production costs on crop
insurance. For a family like mine that has been farming here for 13 generations and has a long
look, a once-in-a-lifetime crop loss is much too frequent to bet the farm. Because an entire
crop investment can be lost, our downside case grows in direct proportion to the crop
investment. In the absence of crop insurance, my cropping decisions would be so dominated
by the chance of crop failure, however rare, that [ would be forced to trim my crop investment
to suboptimal levels. The crop insurance that continues in the Farm Bill is more than a
smoothing tool; it is an enabler for optimal cropping.

The Risk Management Agency (RMA) has been collecting big data on grain production before
it became a fad in our industry. The best data on the distributional form of farm-level yields
comes from RMA data, and the RMA has a tremendous ability to study relationships between
farming practices and these distributions. I am very excited that RMA is beginning to
recognize the importance of soil conservation on yields. As the RMA is newly seeking to study
the relationship between sustainable practices and yield stability, I am hopeful that they will
be able to underwrite actuarially sound advantages to practices like cover cropping.

Conservation Stewardshio Program

Historically, some conservation programs have carried some inherent unfairness and
perverse pre-enrollment incentives by disqualifying farmers who are already engaged in the
intended practices. The Conservation Stewardship Program (CSP) is special because it
rewards good practices regardless of history. The CSP takes a complete conservation
inventory of the farm and rewards the net aggregated conservation practices with a 5-year
contract with regular audits. I ended my first 5-year CSP contract in 2014 and have re-
enrolled for 2015-2020. My farm has been in no-till for decades, but the CSP program was the
enabler for me to adopt cover cropping. In lowa, these two practices make the difference
between losing several tons or more of soil per acre per year and holding and improving soil.
Whereas most farmland in the world is in a constant state of decline that ultimately leads to
abandonment, with these practices, a farm is like an oil well that never runs dry, productive in
perpetuity.

Conservation Reserve Program

The Farm Bill authorized early termination of Conservation Reserve Program (CRP) contracts
under limited circumstances. The deadline for that opportunity was January 30, 2015. My



81

father inherited a CRP contract that entered its ninth year this year, and we took the
opportunity to end the contract. That will enable us to begin some land improvements this
year. We will do direct seeding into the CRP sod, maintaining the soil benefits that were
created during the CRP term.

Wetland pAltlgation

While we all value the many benefits of America's wetlands, let us be clear that within farmed
cropland, an affirmative wetland determination and agricultural production value are at
extreme cross-purposes. Not only do too-wet soils cause grain yield to collapse, but they also
impede timely operations in the whole field. Drainage is the improvement that has had by far
the largest positive benefit to America’s farmland values. In drafting the Farm Bill, both
houses of Congress considered the devastating effect that affirmative wetland determinations
can have on farmland owners, while at the same time considering the value that wetlands
bring to our landscapes.

By funding wetland banking and encouraging rules to allow a 1-1 wetland mitigation ratio, the
Farm Bill is on track to a balanced solution. As of today, we have fields pocked with small
wetlands and are awaiting mitigation rules that are still being written. If the wishes of
Congress are followed, we expect our grain yields and resource use efficiency to improve by
30%, and at the same time, wetlands that are outside of cropping areas can flourish with
diverse and native species.

Baginning Farmers

The social fabric of my community depends upon a polypoly of farmers; that in turn requires
beginning farmers to replace retiring farmers. In most of the programs we have discussed, the
Farm Bill gives a much-needed preference to beginning farmers.

With the drop in commodity prices, planted acres should and will drop back in marginal areas.
Where it is cost effective to plant, there will be no vacancy in farmland. There is never
vacancy in American farmland. But sustainable practices and a legion of farming families exist
on that landscape on the cusp of policies in the Farm Bill.

Thank you for allowing me the opportunity to share my thoughts and for your commitment to
farming families.

Respectfully,
Clay Mitchell
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Senate Agriculture Committee Hearing
Remarks by Dallas Tonsager

| would like to thank Chairman Roberts and Ranking Member Stabenow for the
invitation to appear before the committee today. | am grateful to President
Obama for nominating me for this position, and | would like to thank former
Senator Tim Johnson, Senator Heitkamp, Senator Thune, and other members of
the committee and their staff for supporting my nomination. | also appreciate the
support I've received from major farm organizations.

I would like to recognize my family—my wife, Sharon, and son Joshua, who are
here today, as well as my son Keith; daughter-in-law, Lindsey; and granddaughter,
ilia, who cannot be here.

{ am excited to have this chance to work with the members of this committee, the
farmer-members of the cooperatives of the Farm Credit System, and the other
private financial institutions that serve rural America. If you choose to confirm my
nomination, | plan to follow closely the guidance provided by the Farm Credit Act
and to be transparent in my work.

I have devoted my career to farming and to serving the needs of rural America. |
believe that becoming a board member of the Farm Credit Administration allows
me to continue that work. It is my hope to gain further insight into the dynamics
of capital markets and how they affect our rural citizens. | further hope that my
experience will benefit the work of the Farm Credit System institutions.

| have had the good fortune to spend most of my life on a family farm, to be part
of a small community and its focal institutions, to have lived through some very
good times, as well as some very bad ones. As you all know, agriculture is full of
complexity and pitfalls. The work of the Senate Agriculture Committee, the House
Agriculture Committee, and Congress as a whole has led to the creation of many
institutions that have shaped rural America. | am proud to have lived on a farm
that exists because of the Homestead Act, to have gone to a land-grant university,
to get electric power from a local rural electric cooperative.

Another institution, the Farm Credit System, has consistently provided capital to
rural America through good times and bad. The Farm Credit Administration is
charged with ensuring the safety and soundness of the Farm Credit System and
Farmer Mac. That charge means we must anticipate and prepare for the
constantly changing risks farmers face and we must help make sure the support
they need is always there. Confidence in the strength of the Farm Credit System is
critical to all the stakeholders in rural America.
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1 would like to recognize the work of FCA Board Chair Jill Long Thompson and
Board Member Lee Strom. | look forward to working with my future colleagues,
Ken Spearman and Jeff Hall.

Thank you for your consideration, and | look forward to your questions.
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Statement by
Thomas Vilsack
Secretary of Agriculture
Before the Senate Committee on Agriculture
February 24, 2015

Chairman Roberts, Ranking Member Stabenow, and Members of the Committee, 1 am
pleased to provide an update on the U.S. Department of Agriculture’s (USDA) progress
in implementing the Agricultural Act of 2014 (2014 Farm Bill) and the state of rural
America. First, I would like to take this opportunity to thank the Committee for its hard
work in crafting this critical piece of legislation. The Farm Bill provides the necessary
tools to allow the proud men and women of rural America to feed hundreds of millions
around the world and resources to support economic development and job creation in
rural America.

The new Farm Bill, with 12 titles and more than 450 provisions, is a large piece of
legislation and implementing it has required a coordinated effort across all areas of
USDA. We made implementation a top priority at the Department. Immediately after
enactment, USDA established a 2014 Farm Bill implementation team composed of key
sub-cabinet officials and experts from every mission area of the Department to put new
programs in place and make mandated reforms to existing programs. I am proud of the
work USDA employees have undertaken to implement the Farm Bill. Through their hard
work, this effort has been called “the most successful farm bill implementation” to date.

After only recently marking the one-year anniversary of the Farm Bill being signed into
law, [ am pleased to say that we have made major progress on every title of the law and
achieved significant results for those impacted by the law. I have no doubt that these
results will only continue as we begin year two.

TITLE I. COMMODITIES

Farmers, ranchers and those working in supporting industries maintain an agriculture
sector that has seen strong growth over the past five years. Agriculture accounts for about
$775.8 billion in economic activity, supports one out of every eleven jobs in the
economy, and helps to maintain vibrant, thriving rural communities. U.S. agriculture is
expanding into new markets around the world, spurring innovation, and creating jobs and
opportunity on and off the farm.

The future of rural America depends on the continued leadership of our farmers and
ranchers, and we must make sure they have the tools they need to continue to grow, and a
strong safety net to support them during tough times.

At the direction of the President, USDA made the disaster programs our number one
priority and expedited the implementation of these programs. The new Farm Bill
reauthorized disaster assistance programs (including the Livestock Forage Disaster
Program, the Livestock Indemnity Program, the Emergency Assistance for Livestock,
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Honeybees, and Farm-Raised Fish Program, and the Tree Assistance Program) that had
not been operational since 2011.

These programs provide much-needed relief to struggling farmers and ranchers impacted
by natural disasters. I'm proud to say that within 60 days of enactment, USDA began
accepting applications for disaster assistance programs restored in the 2014 Farm Bill.
This was truly a significant accomplishment, as it took a year to implement disaster relief
programs after the last farm bill was passed in 2008.

As of February 12th, USDA has received over 593,000 applications for these programs
and more than $4.8 billion in disaster program payments have been issued to producers to
assist in their financial recovery. The Farm Bill also extended the Noninsured Crop
Disaster Assistance to retroactively cover 2012 crop losses due to frost or freeze and has
since made more than $13.4 million to impacted producers. While these disaster
payments will not replace all of the losses farmers and ranchers faced, they provided
some relief to ensure that extreme weather won’t cause families to lose their farms.

In September, USDA ushered in one of the most significant reforms to U.S. farm
programs in decades by unveiling the Agricultural Risk Coverage (ARC) and Price Loss
Coverage (PLC) programs. Producers will have through the end of March 2015 to select
which program works best for their operations.

To help farmers choose between ARC and PLC, USDA helped create online tools that
allow farmers to enter information about their operation that is used to provide
projections about what each program will mean for their operation under possible future
scenarios. USDA provided $3 million to the Food and Agricultural Policy Research
Institute (FAPRI) at the University of Missouri and the Agricultural and Food Policy
Center (AFPC) at Texas A&M (co-leads for the National Association of Agricultural and
Food Policy), along with the University of Illinois (lead for the National Coalition for
Producer Education) to develop the tools. Since passage of the Farm Bill, the Farm
Service Agency has participated in over 4,600 events around the country to help educate
producers and the new online tools have been accessed nearly 150,000 times.

USDA’s Farm Service Agency and Risk Management Agency also worked together to
offer certified yield data that producers can use to better calculate how the new safety net
programs can offer the best protection against market swings. This is the first time that
producers will update yields since 1986.

More than 23,000 of the Nation's dairy operations — over half of all dairy farms in
America — have enrolled in the new Margin Protection Program. During the three months
of the enrollment period, USDA conducted a robust education and outreach effort to the
Nation's dairy producers. The Department held over 500 public meetings, sent out nearly
60,000 direct mailings, and conducted more than 400 demonstrations of the Web-based
tool designed to help applicants to calculate their specific coverage needs.

TITLE II: CONSERVATION
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USDA'’s conservation efforts have enrolled a record number of acres in programs that
have saved millions of tons of soil, improved water quality, preserved habitat for wildlife
and protected sensitive ecological areas largely due to the investments made by the farm
bill. USDA has partnered with a record number of farmers, ranchers and landowners to
enrolled more than 79 million acres of agricultural working lands in the Environmental
Quality Incentives Program (EQIP) to help producers implement conservation practices.
In addition, more than 67 million acres, an area about the size of the State of Colorado,
have been enrolled into the Conservation Stewardship Program (CSP) to incentivize the
most productive, beneficial conservation practices.

At the end of 2014, USDA published interim final rules for CSP and EQIP. The EQIP
interim final rule includes efforts to simplify the existing regulation regarding
conservation practice scheduling, payment limitations and other administrative actions.

USDA launched the Regional Conservation Partnership Program (RCPP) in May 2014.
This new Farm Bill program is an entirely new approach to conservation efforts. RCPP
is a competitive program where local partners, in partnership with Natural Resources
Conservation Services (NRCS) design conservation projects that are specific to their
region. It has three funding pools: 35 percent of total program funding directed eight to
designated critical conservation areas, including the Great Lakes Region, Chesapeake
Bay Watershed, Mississippi River Basin, Longleaf Pine Range, Columbia River Basin,
California Bay Delta, Prairie Grasslands, and the Colorado River Basin; 40 percent
directed to regional or multi-State projects through a national competitive process; and 25
percent directed to State-level projects through a competitive process established by
NRCS State leaders.

Nearly 600 pre-proposals were submitted for RCPP, and the top pre-proposals were
invited to submit a full proposal. This resulted in 210 full proposals requesting $1.4
billion — four times the available funding for the first round ($370 million). In January,
USDA awarded funding to 115 high-impact, locally-led projects across all 50 States and
the Commonwealth of Puerto Rico. USDA provided more than $370 million that will
leverage an estimated $400 million in partner contributions. The total investment of
nearly $800 million will improve the Nation's water quality, support wildlife habitat and
enhance the environment.

These partnerships empower communities to set priorities and lead the way on
conservation efforts important for their region. To build on the first round of projects, we
anticipate announcing the availability of roughly $230 million in funding for the next
application period in early spring.

The 2014 Farm Bill extended authority to enroll acreage in Conservation Reserve
Program (CRP) through September 30, 2018 and requires enroliment to be no more than
24 million acres beginning October 1, 2016. Enroliment under continuous CRP and 1-
year extensions were offered last year and FSA expects to publish a rule late this spring



87

to fully restart the program and implement the remaining Farm Bill changes. With the
cap on acreage, the Department is focused on ways to increase per acre conservation,
wildlife and environmental benefits through a variety of targeted approaches.

TITLE III: TRADE

USDA is supporting America’s farmers and ranchers as they build on record agricultural
exports. In FY2014, exports of U.S. food and agricultural products reached a record
$152.5 billion and supported nearly one million American jobs. The potential for
agricultural exports is considerable and USDA is already taking action to help producers
secure and expand market access for American agricultural products. But it is also
critically important that we have Trade Promotion Authority as we seek approval of trade
agreements that support and create U.S. jobs while helping American agriculture to
compete even more successfully. Trade Promotion Authority will help ensure that
America’s farmers, ranchers, and food processors receive the greatest benefit from these
negotiations, and builds on efforts that have helped achieve record agricultural exports
over the past six years.

The new Farm Bill provides mandatory funding to continue funding for trade promotion
and market expansion for U.S. agricultural products overseas. An independent study
released in 2010 found that trade promotion programs like Market Access Program
(MAP), and Foreign Market Development (FMD) provide $35 in economic benefits for
every dollar spent by government and industry on market development. USDA moved
quickly to implement trade promotion programs reauthorized under the 2014 Farm Bill.
Through the MAP, USDA has provided $173.2 million in FY2015 to 62 nonprofit
organizations and cooperatives to help build commercial export markets for U.S.
agricultural products and commodities. Participants contribute on average a 214 percent
match for generic marketing and promotion activities and a dollar-for-dollar match for
promotion of branded products. Through the FMD Program, USDA has provided $26.7
million in FY2015 to 22 trade organizations to help create, expand, and maintain long-
term export markets for U.S. agricultural products.

In addition to the MAP and FMD programs, eligible organizations can apply for funding
through the Quality Samples Program (QSP), Emerging Markets Program (EMP), and the
Technical Assistance for Specialty Crops (TASC) Program, which includes the
programmatic change under the 2014 Farm Bill to allow participants to address technical
barriers to trade regardless of whether they are related to a sanitary or phytosanitary
barrier.

TITLE 1IV: NUTRITION

The Supplemental Nutrition Assistance Program (SNAP) provisions of the 2014 Farm
Bill preserve the fundamental structure of the program, invest in helping SNAP
participants move to self-sufficiency, strengthen program integrity efforts, continue to
modernize the program through technology, and emphasize the importance of good
nutrition through enhanced retailer standards and grants for incentives that help SNAP
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participants stretch their dollars further to buy fruits and vegetables.

SNAP helps millions of hardworking families put heaithy food on the table as they get
back on their feet. More than half of SNAP recipients are children and the elderly, and
less than 7% of households receive cash assistance. Among SNAP households with at
least one working-age, non-disabled adult, more than half work — and more than 80
percent work in the year before or after receiving SNAP. With a stronger economy
SNAP participation is beginning to gradually decline. Comparing Fiscal Year 2014 with
Fiscal Year 2013, average participation decreased 2.3 percent or by approximately 1.1
million people. While the economic trends are encouraging, SNAP remains critical to
millions of Americans.

The Farm Bill provided $200 million for SNAP employment and training pilots to help
participants find jobs and increase their earnings. The funds will be used to develop and
test innovative approaches that connect SNAP recipients with the preparation, training,
work supports, and opportunities they need to enter and remain in the workforce, to move
to self-sufficiency, and to build stronger futures for their families. USDA put outa
request for proposals for up to ten pilot projects in August 2014. We were pleased with
the strong response to this RFP with proposals from over 30 States and we expect to
announce the grantees in March. USDA will continue to work with all States to
maximize their E&T programs, supported through the existing $90 million of 100 percent
Federal funding and the 50/50 match funding for State E&T programs.

The new Farm Bill builds on USDA’s ongoing efforts to root out any waste, fraud, and
abuse from the program, protect the taxpayer investment in SNAP and make sure that the
program is there for those who truly need it. In FY2013, SNAP achieved a record level of
payment accuracy of 96.8 percent. Payment errors in FY2013 were almost 64 percent
lower than they were in FY 2000, among the lowest in the federal government. USDA
efforts have also resulted in a significant reduction in trafficking — USDA’s The Extent o
Trafficking in the Supplemental Nutrition Assistance Program: 2009-2011 study shows
that the exchange of SNAP benefits for cash — which was estimated to be as high as 4
percent 15 years ago, down to just 1.3 percent according to the most recent data.

The Farm Bill provided $100 million in matching grant funds through the Food
Insecurity Nutrition Incentive program to support projects that provide incentives at the
point of sale to reduce the cost of fruits and vegetables and encourage SNAP participants
to purchase more of these healthy foods. We announced the first round of funding in
September 2014, with applications due in December 2014. We look forward to
announcing the first round of awards this Spring. Once the projects are selected and
implemented, they will be thoroughly evaluated to help us identify the most effective
strategies for increasing fruit and vegetable purchases and improving the nutrition and
health status of SNAP participants.

The Farm Bill also authorized a Fresh Fruit and Vegetable Program (FFVP) pilot to allow
participating schools in at least five States to serve canned, frozen, and dried forms of
fruits and vegetables through the program. Four States — Alaska, Delaware, Kansas, and
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Maine — applied to participate. The pilots are operating this school year. Each pilot has
an evaluation component and results of the evaluations are expected in fall 2016.

USDA also issued guidance and provided technical assistance to State agencies regarding
the requirement that State and local agencies begin phasing out the participation of
women, infants and children in the Commodity Supplemental Food Program, resulting in
a smooth transition to a seniors-only program.

TITLE V: CREDIT

The 2012 Census of Agriculture data indicate there is tremendous growth potential for
small and mid-sized producers, but many need additional support in order to become
competitive. Accordingly, USDA has expanded efforts to connect small- and mid-sized
farmers and ranchers with tools and resources to help them access capital, get information
about land management and conservation practices, manage risk, find local markets, and
other educational resources that will help them grow their operations and expand into
new markets. The new Farm Bill expands lending opportunities for thousands of farmers
and ranchers to begin and continue operations, including greater flexibility in determining
eligibility, raising loan limits, and emphasizing beginning and socially disadvantaged
producers.

USDA has acted quickly to implement changes to Farm Loan Programs, including,
among other things, eliminating loan term limits for guaranteed operating loans;
modifying the definition of beginning farmers; allowing debt forgiveness on youth loans;
and increasing the guaranteed amount on conservation loans from 75 to 80 percent and 90
percent for socially disadvantaged borrowers and beginning farmers. USDA also
implemented changes in the interest rate on Direct Farm Ownership loans that are made
in conjunction with other lenders and increased the maximum loan amount for the down
payment loan program from $225,000 to $300,000. On March 25, 2014, FSA issued an
agency directive implementing non-discretionary microloan provisions. USDA also
raised the borrowing limit for its microloan program from $35,000 to $ 50,000. Since the
program began in January 2013, USDA has issued more than 10,000 microloans, 70
percent of which went to beginning farmers.

TITLE VI: RURAL DEVELOPMENT

USDA has made strategic investments in infrastructure, housing and community facilities
to help improve quality of life in rural America. Since 2009, USDA has helped more than
900,000 families buy, repair or refinance a home; extended new or improved broadband
service for 1.4 million Americans; improved or constructed more than 158,000 miles of
electric line; invested in approximately 7,000 water and wastewater projects for nearly
14.5 million Americans; invested in more than 6,6000 critical community facilities
projects; and provided grants and loans to assist nearly 89,000 small and mid-sized
businesses in rural America, creating or saving an estimated 420,000 jobs.

The 2014 Farm Bill reauthorized the tools that enable USDA to continue offering
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municipalities, businesses, and families the financing tools that can prompt economic
growth and prosperity in rural communities. USDA is making good use of these tools in
communities across the country. Because the Farm Bill included funding to address the
backlog of water/wastewater improvement projects across the country, USDA acted
quickly and on April 22, 2014, awarded $150 million in grants, plus an additional $237
million in loans and grants through the Water and Environmental Program, to 116
projects in 40 States and the Commonwealth of Puerto Rico to improve water and
wastewater services and ensure that rural communities have access to reliable, clean and
safe water. These awards go predominantly to very small, remote, and poor places.

USDA has also acted quickly to implement key new Farm Bill provisions that invest in
rural businesses and critical infrastructure in order to strengthen rural communities and
build on its rural development initiatives. In FY2015 USDA will reopen the farm bill
broadband program with new rules that align with the changes the Congress included in
the 2014 Farm Bill and make approximately $50 million in loans available to help ensure
every corner of this country has reliable, high-speed internet access.

Similarly, in FY2015 USDA will accept applications for the Value-Added Producer
Grant program, which helps agricultural producers generate new products, create and
expand marketing opportunities, and increase income. Since 2009, USDA has awarded
863 Value-Added Producer Grants totaling $108 million.

The new Farm Bill streamlines the Rural Business Opportunity Grant (RBOG) program
and Rural Business Enterprise Grants (RBEG) program to create a new Rural Business
Development Grant Program with all the same authorities as the previous two programs.
In FY2014, USDA ran RBOG and RBEG as separate programs and in FY 2015, will
issue a final rule establishing the new Rural Business Grant Program. In September 2014,
USDA announced nearly $3 million in grants to 28 organizations in 12 States through the
two programs. This is just one example of how this Committee is enabling USDA to
work smarter, making USDA programs more accessible to the people who rely on them.
Another is a provision Congress included that will enable USDA to prioritize finance of
otherwise eligible projects that are part of a long-term, regional economic development
plan.

Even as we make these investments, rural America continues to face a unique set of
challenges when it comes to combating poverty. While poverty is not limited to rural
America, nearly 85 percent of persistent poverty counties are located in rural areas. In
fact, one-third of rural counties have child poverty rates of over 30 percent, at a time
when research increasingly demonstrates the negative effect of poverty on child
development and educational attainment. Children are our future and we must do more to
create better futures for our children and families and those striving to reach the middle
class—this is something I look forward to working on with all of you.

TITLE VII: RESEARCH., EXTENSION, AND RELATED MATTERS

Scientific breakthroughs have helped our farmers, ranchers and growers increase
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production on the same amounts of land, using fewer inputs. Studies have shown that
every dollar invested in agricultural research returns up to $20 to the economy.

In the past six years alone, research by USDA scientists has led to over 750 patent
applications covering a wide range of topics and discoveries. USDA also continues to
aggressively partner with private companies, universities and others to transfer
technology to the marketplace to benefit consumers and stakeholders. In fiscal year 2014
alone USDA received 83 patents, filed 119 patent applications, and disclosed 117 new
inventions. Helping drive these innovations, USDA also had 267 active Cooperative
Research and Development Agreements with outside investigators, which includes
universities and other organizations, including 102 with small businesses.

In July, USDA created the Foundation for Food and Agricultural Research (FFAR) and
appointed individuals to a 15-member board of directors. The foundation's board of
directors was chosen to represent the diverse sectors of agriculture. Seven of these board
members were selected by the unanimous vote of the board's five ex-officic members
from lists of candidates provided by industry, while eight representatives were
unanimously elected from a list of candidates provided by the National Academy of
Sciences. Congress mandated that the ex-officio members choose the initial 15 board
members from among the lists provided by these two groups. The board members have
the option of adding additional members, if they so choose.

FFAR will leverage public and private resources to increase the scientific and
technological research, innovation, and partnerships critical to boosting America's
agricultural economy. In a time of federal budgetary restraints, the new foundation is
another innovative way to continue and expand investment in agricultural research. It will
complement existing Federal and Federally-funded agricultural science research
endeavors and accelerate solutions to the challenges American agriculture.

Other research provisions of the 2014 Farm Bill focus on investments at colleges and
universities thronghout the United States, with an emphasis on Land-Grant institutions.
The Farm Bill provides new or expanded investments in research critical for the success
of beginning farmers and ranchers, specialty crop producers, and organic producers.

As authorized by the Farm Bill, USDA has provided significant sums for a variety of
research, extension, and education efforts. For example, on Feb 2, 2015, USDA
announced more than $18 million in grants to educate, mentor, and enhance the potential
of the next generation of farmers to sustain caréers in agriculture through the Beginning
Farmer and Rancher Development Program. This program aims to support those who
have farmed or ranched less than 10 years with workshops, educational teams, training,
and technical assistance throughout the United States. USDA’s National Institute of Food
and Agriculture awards grants to organizations that implement programs to train
beginning farmers and ranchers.

On October 2, 2014, USDA announced the award of $ 51.8 million in grants through its
Specialty Crop Research Initiative to support the specialty crop sector by developing and
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disseminating science-based tools to address the needs of specific crops. These research
and extension project grants fund a wide variety of efforts, including research to improve
crop characteristics, identifying and addressing threats from pests and diseases,
improving production and profitability, developing new production innovations and
technologies, and developing methods to respond to food safety hazards.

Through the Organic Research and Extension Initiative (OREI), USDA awarded on
September 29, 2014, more than $19 million in grants to help producers and processors
who have already adopted organic standards grow and market high-quality organic
agricultural products. ORET's priority concerns include biological, physical and social
sciences. OREI -funded projects assist farmers and ranchers with whole farm planning by
delivering practical research-based information and will improve the ability of growers to
develop the Organic System Plan required for certification.

TITLE VII: FORESTRY

Under the new Farm Bill, the Forest Service is provided greater tools to maintain the
Nation’s forests and grasslands, including permanent stewardship contracting and Good
Neighbor authorities, and provisions to aid efficient planning and implementation of
landscape scale projects that reduce insect, disease and fire risks. These tools give the
agency increased ability to work collaboratively with States, Tribes and a wide range of
citizens and stakeholders to accomplish critical forest and watershed restoration work and
conserve the Nation's forests and grasslands.

Last May, USDA designated more than 45 million acres in 94 national forest areas across
35 States to address insect and disease threats that weaken forests and increase the risk of
forest fire. These designations bolster the agency’s ability to accomplish restoration
projects that not only combat insect and disease threats, but reduce the risks of
catastrophic wildfire and impacts from invasive species. The Forest Service will work
with States, Tribes, partners, and stakeholders to develop and implement projects in the
designated areas.

TITLE IX: ENERGY

New opportunities in advanced biobased products and renewable energy expand the
potential to strengthen rural manufacturing, particularly of products made from
renewable materials from our farms and forests. Rural America desperately needs those
jobs, and every American benefits from our expanded competitiveness in this globally
emerging market.

USDA is helping to create markets for advanced biofuels from non-food, non-feed
sources - from the farm field to the end user. With changes in the Farm Bill, the
Department has increased the reach of the voluntary labeling of “USDA Certified
Biobased Product” and expanded federal procurement for biobased products. To date,
USDA has identified 97 categories, including cleaners, carpet, lubricants, paints, of
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biobased products for which agencies and their contractors have mandatory purchasing
requirements.

To encourage feedstock production for renewable energy, the Biomass Crop Assistance
Program (BCAP) is incentivizing more than 850 growers and landowners farming nearly
48,000 acres to establish and produce dedicated, nonfood advanced biofuel feedstocks for
energy conversion facilities. In July, we selected 36 energy facilities in 14 States to
accept biomass deliveries supported by BCAP. We expect to announce the new BCAP
rule to implement the changes in the Farm Bill to continue this important work in the near
future,

USDA has also invested in the work needed to create advanced biofuels refineries. Since
2009, USDA has invested in efforts to create 9 new advanced refineries nationwide. We
have also created six regional research centers across America to develop advanced
biobased energy technology that's appropriate to every region. With the nearly $900
million in mandatory money provided in the Energy Title of the 2014 Farm Bill, we can
continue these efforts to expand the biobased economy and support economic
development opportunities in rural America.

The new Farm Bill makes significant investments in the bioeconomy and renewable
energy programs. The legislation preserves the Rural Energy for America Program
(REAP), which provides critical investments in renewable energy and energy efficiency
across rural America, helping to reduce our dependence on foreign oil. Over the past few
years we have collected good feedback from folks around the country about how we
could improve the REAP program—and Congress also provided some direction in the
2014 Farm Bill. In December, USDA published a new REAP rule, which takes these
changes into account and also strives to make the program more accessible to rural
business owners and producers of all kinds. The rule went into effect earlier this month
and USDA will be announcing the availability of approximately $280 million in grants
and loan guarantees for the new REAP program in the near future.

TITLE X: HORTICULTURE

A surge in consumer demand for locally-produced food is creating jobs and opportunity
throughout rural America, for farms as well as small businesses that store, process,
market and distribute food locally and regionally. USDA data indicate that local food
sales were at least $6.1 billion in 2012, with industry sources estimating the market’s
value at more than $9 billion. Perhaps more important for USDA's mission, our research
shows that money spent on local food continues to circulate locally, creating demand for
other businesses and services in rural communities. As such, this strategy is a critical
piece of USDA's work to support rural economies more generally.

With the release of the Census of Agriculture results last year, USDA learned that over
160,000 farmers and ranchers nationwide are selling their products locally. They're
tapping in to growing consumer demand for locally-grown food; consumers want to
support their local economy when they purchase food, whether that's at a farmers market,
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a grocery store, or their workplace cafeteria.

Direct-to-consumer sales like those that take place at a farmers market help consumers
connect with the source of their food and learn more about agriculture. Today, we have
more than 8,200 farmers markets registered with the AMS National Farmers Market
Directory. As direct-to-consumer sales and the local foods economy matures, it is -
opening opportunities for farms of all sizes, especially midsized farms, to supply larger-
volume buyers like local retailers. USDA has invested in local food infrastructure - from
cold storage facilities, to processing plants, to food hubs that aggregate and distribute
local products - and has helped facilitate new market access for these producers.
Recently, we launched a new set of Local Food Directories to help consumers find
Community Supported Agriculture enterprises, food hubs and on-farm stores.

The 2014 Farm Bill continues to build on programs established in the 2008 Farm Bill to
promote local and regional food systems and support specialty crop and organic
agriculture. Sales of specialty crops total nearly $65 billion per year, making them a
critical part of the U.S. economy. In October, USDA announced $66 million for 838
Specialty Crop Block Grants to State departments of agriculture for projects that help
support specialty crop growers, including locally grown fruits and vegetables, through
research and programs to increase demand. As directed by the Farm Bill, the block grants
were allocated to U.S. States, the District of Columbia, and territories based on a formula
that took into consideration both specialty crop acreage and production value. Nearly all
States saw an increase in funds.

In September, USDA awarded over $27 million in competitive grant funds for projects
through the new Farmers Market and Local Food Promotion Program that support local
and regional food systems. As directed by the 2014 Farm Bill, priority will be given to
projects that benefit underserved communities, including those that are located in areas of
concentrated poverty with limited access to fresh locally or regionally grown foods.

In order to help prevent the introduction or spread of plant pests and diseases that
threaten America's agriculture economy and the environment, in April 2014 USDA
allocated $48.1 million to 383 projects in 49 States, Guam and Puerto Rico through the
Plant Pest and Disease Management and Disaster Prevention Program. The projects are
helping States and other partners continue providing and strengthening protections
against agricultural threats and could also allow the reallocation of resources to other
critical programs. In addition, in June, USDA allocated $ 5 million to support 19 projects
in 14 States through the National Clean Plant Network cooperative agreements program.

As required by the new farm bill, USDA published an interim final rule and request for
comments on an amendment to regulations under the Export Apple Act in April of last
year to allow bulk containers of apples to be shipped to Canada without U.S. inspection.

TITLE X1: CROP INSURANCE
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The crop insurance program has become an increasingly important component of the
farm safety net, and crop insurance protections for all farmers, particularly beginning
farmers and ranchers, have been strengthened under the new Farm Bill. For example,
changes made by the 2014 Farm Bill have allowed us to provide better crop insurance
coverage for almost 1,300 beginning farmers and ranchers already, only 10 percent into
the reporting cycle. We’ve also expanded coverage for 26 organic crops so that these
producers can buy the level of insurance that meets their production needs.

USDA is now able to offer Whole-Farm Revenue Protection plan of insurance to provide
safety net protection for specialty, fresh fruit and vegetable growers and organic
producers, as well as reward farm diversification through premium discounts on crop
insurance coverage. The Whole-Farm Revenue Protection plan of insurance was made
available in 45 States for 2015. USDA has started the work to expand Whole-Farm
Revenue Protection to the rest of the country. These areas are targeted for expansion for
the 2016 crop year.

Last summer, USDA implemented Farm Bill changes to make crop insurance more
affordable for beginning farmers and ranchers. Exemption from the administration fee,
the increased premium support, and the ability to use substitute yield adjustment will
make it easier for these producers to obtain crop insurance helping them to address risk as
they start up their agriculture businesses.

USDA staff worked hard to implement several 2014 Farm Bill programs ahead of
schedule, such as ARC, PLC, the Price Loss Coverage, Supplemental Coverage Option
and Stacked Income Protection Plan. Because of that, USDA was able to leverage data
from ARC and PLC to extract the information needed to implement Actual Production
History (APH) Yield Exclusion earlier than expected.

In October, USDA announced that the APH Yield Exclusion will be available for farmers
of select crops starting in spring 2015. APH allows eligible producers who have been hit
with severe weather to receive a higher approved yield on their insurance policies
through the federal crop insurance program. The APH Yield Exclusion is being
implemented beginning with the 2015 crop year for corn, soybeans, spring wheat, cotton,
grain sorghum, rice, barley, canola, sunflowers, peanuts, and popcorn.

APH Yield Exclusion will be available for additional crops beginning with the 2016 crop
year, including winter wheat. USDA is currently reviewing crops that will be eligible for
APH Yield Exclusion for the 2016 crop year. The choice of crops and counties selected
for 2016 and subsequent crop years will be based on data availability criteria designed to
ensure actuarial soundness and program integrity. USDA expects to announce the new
crops throughout the year with most of the announcements to be made in the fall of 2015.

TITLE XII: MISCELLANEOUS

In November, USDA announced Karis T. Gutter, a Marine Corps Reserve veteran and
current USDA Deputy Under Secretary for Farm and Foreign Agricultural Services as the
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first USDA Military Veterans Agricultural Liaison, a position created by the 2014 Farm
Bill. The MVA Liaison will coordinate USDA leadership across the Department to
provide information, resources and support for active duty military and veterans
interested in agriculture. The MVA Liaison will also have authority to facilitate formal
relationships between USDA and other government agencies and non-profit
organizations to strengthen USDA support for veterans.

In December, USDA awarded grants to 62 community-based and non-profit
organizations and educational institutions to conduct training, outreach and technical
assistance for socially disadvantaged (including Tribal) and veteran farmers and ranchers
through the 2501 Program. USDA has assisted more than 6,100 beginning, small, veteran
and socially disadvantaged farmers and ranchers through the program since October
2014.

USDA also implemented the receipt for service requirement in the 2014 Farm Bill and
has issued 101,462 receipts for service to USDA customers between December 1, 2014
and January 28, 2015.

CONCLUSION

Again, thank you for this opportunity to update you on USDA’s progress to implement
the 2014 Farm Bill. Farmers, ranchers, rural communities and other USDA stakeholders
have waited several years for this legislation, and USDA has made implementation of the
bill a high priority. ‘

I am pleased to say that in just over a year, important progress has been made on every
title, including updates to risk management tools, modifications to farm loan programs,
announcements regarding available funds for agricultural research and much more.
Moving forward, USDA staff and I will continue to engage with Members of Congress
and stakeholders during the implementation process and as we continue to carry out
critical mission of serving America’s farmers, ranchers and rural communities.
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U.S. SENATE COMMITTEE ON AGRICULTURE, NUTRITION & FORESTRY
‘Questions for Executive Nominees
114" Congress

1. Basic Biographical Information

Please provide the following information.

January 8, 2015

Board Member,; Farm Credif Administration

Citys 00 : Zip:

Louisville 40223-3792
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Kirkland, WA

Check Al That Describe Your Current Situation
Never Married Married Separated Annulled Divorced Widowed

x>

Elaine Mitchell Hall

Elaine

Mitchell ) 6/1989

1071963

Elaine

Marie

Casebier

6/1989

§1992
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2. Education

List all post-secondary schools attended.

Purdue
University | University

8/1975 571979 BS 1979

Est Present
o o

Est Present
o ] o

Est. Present
o
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3. Emplovment

(A) List all of your employment activities, including unemployment and self-employment.
If the employment activity was military duty, list separate employment activity periods to
show each change of military duty station.. Do not list employment before your 18th

birthday urless to provide a minimum of two years of employment history.

The Capstone Group

Louisville,

Non-Government President kY January 2009 Present
US Department of State .
- i . R Lexington,
Federal Employment Agriculture, Farm Executive Ky Mareh 2001 January 2009
Service Agency Director )
Cooperative Extension Extension Lexington
Federal Employment Service, University of . CXINBION: ) naren 1994 March 2001
X Associate KY
Kerntucky
Federal Employment United Statés Senate Leg‘t slative - | Washington November 1988 March 1994
Assistant DC
Non-Government Kentucky Farm Market Louisville, | Augustissd November 1988
Bureau Analyst
: KY
Non-Government Merrill Lynch Accnur}t Louisville April 1981 August 1984
Executive

(B) List any advisory, consultative, honorary or other part-time service or positions with
federal, state, or local governments, not listed elsewhere.
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4. Honors and Awards

List all scholarships, fellowships, honorary degrees, civilian service citations, military
medals, academic or professional honors, honorary society memberships and any other
special recognition for outstanding service or achievement.

Kentucky Pork Producers, Qutstanding Service to Agriculture - 2009
Louisville Ag Club, Outstanding Service to Agriculture - 2008

Employer Support of the Guard and Reserve - 2006

‘S. Memberships

List all memberships that you have held in professional, social, business, fraternal,
scholarly, civie, or charitable organizations in the last 10 years.

Unless relevant to your nomination, you do NOT need to include memberships in
charitable organizations available to the public as a result of a tax deductible donation of
$1,000 or less, Parent-Teacher Associations or other organizations connected to schools
attended by your children, athletic clubs or teams; automobile support organizations (such
as AAA), discounts clubs (such as Groupon or Sam’s Club), or affinity
memberships/consumer clubs (such as frequent flyer memberships).

Kentucky Agriculture Council 1994 — current Treasurer & President
Louisville Ag Club 1985 — current Director & President
Kentucky Agricultural Water 2001 - 2009 Ex-officio

Quality Authority

Governor’s Commission on Family {2004 — 2006 Member

Farms

Agribusiness Industry Network 1995 « current Vice President
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6. Political Activity

{A) Have you ever been a candidate for or been elected or appointed to a political office?

NONE

(B) List any offices held in or services rendered to a political party or election commiitee
during the last ten years that you have not listed elsewhere.
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{C) Htemize all individual political contributions of $200 or more that you have made in the
past five years to any individual, campaign organization, political party, political action
committee, or similar entity. Please list each individual contribution and not the total
amount contributed to the person or eutity during the year.

Sen. Mitch McConnell $1,500 2014

Sen. Mitch McConnell $500 2013

John-Mark Hack for Kentucky House of Representatives $250 2013




List the titles, publishers and dates of books, articles, reports or other published materials
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7. Publications

that you have written, including articles published on the Internet.

When Selling Becomes a Chore

Kentucky Journal

October 1997

Farm Economy a Foundation for
More Prosperous Communities

Kentucky Long Term Policy
Research Center

Vol. 4, No. 3, 1997

Kentucky’s (Phase I} Tobacco
Settlement Funding Program

University of Kentucky, College of
Agriculture

April 2000
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8. Lobbying

In the past ten years, have you registered as a lobbyist? If so, please indicate the state,
federal, or local bodies with which you have registered (e.g., House, Senate, California
Secretary of State). YES

Federal — Secretary of the Senate & Clerk of the House of
Representatives
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Building a Legrning Community in Bowling Green

By Edword M. Yoger, .

l global economy (Drucker, 1993) has created new and

significant challenges for Kentucky communities. In

some cases, the pace of change and the complexity surround-

ing it has been confusing 1o community leaders, who search,
for ways to effectively lead in this changing environment.

he rise of a knowledge-based, technologically driven,

helographic and spegialized design. Recent scientific evi-
dence suggests that Brain function is largely decentralized
and distributed—there seems to be no center or point of

« control, but rather a process out of which order emerges,
rather than being imposed from a single focal point
-(Morgan, 1997). In other words, the brain's learning capac-
ity is based upon networked intelligence that is self-
organizing.

One way of bringing some clarity to thése develop

is through the use of a metaphor. A metaphor allows us to

understand one element of experience in terms of another by
emphasizing the similarities of two objects or phenomena.
Although some risk of distortion exists, powerful insights
can be generated when the appropriate metaphor is used.

An increasingly interdependent, knowledge-based global
economy that relies substantially on information processing
suggesis that communities with effective capacity for self-
development may resemble the functioning of the human
brain. A brain metaphor directs our atlention toward brain-
fike functions existing within a community, such as rational-
ity, creativity, memory, learning, and decisionmaking.
Scholars increasingly argue that these brain-like gualities
are important, and will continue to be important, in success-
ful and prosperous commentates in the global economy
(Blakely, 1994; Fosler, 1988; Luke et al., 1988; and others).
Moreover, the brain metaphor has already been successfuily
employed in organizational studies by 2 host of researchers,
including Herbert Simon who discovered important insights
into organizational decisionmaking (Simon, 1947). In fact,
Simon’s discoveries won him the Nobel Prize! Consequently,
by understanding certain processes in the brain, we may gain
increased understanding of building "brain-like" capacity in
Kentucky communities to effectively compete in the changed
econornic environment that rewards "smart” communities.

The teaming Communily
ommunities, like. brains, must have the capacity to
Jearn if they are to be effective, particularly in today's
fast-paced environment, One imporiant discovery

about the human brain that has implications for building
learning communities is the brain's largely decentralized,

Edward M. Yager, Jr, is an assisiant professor of political science in the
Depariment of Government at Western Kentucky University.

Neurc Karl Pribram of Stanford University has
suggested that the brain's design is holographic and creates
processes where “the whole can be encoded in all the parts,
so that each and cvery part represents the whole” (Morgan,
1997: 75). Each brain cell, for instance, has the encoding of
DNA which contains information required to unfold the
compiete development of the human body. To supplement its
holographic design, the brain also reveals characteristics of
a specialized nature. Split brain research, for instance, has
demonstrated that the brain's right hemisphere assumes a
dominant role in creative, intuitive, emotional, acoustic, and
patiern-recognition functions and controis the left side of the
body. On the other hand, the left hemisphere is more in-
volved with rational, analytic, reductive, linguistic, visual,
and vérbal functions while controlling the right side of the
body (Morgan, 1997). In general, the brain appears to be
largely a decentralized, networked imelligence with pro-
cesses of both a holographic and specialized nature.

Do these findings have any relevance for Kentucky com-
munities in the Information Age? If we accept the proposed
metaphor, then the decentralized, networked intelligence
that we find in the brain suggests that elite control of a
community, also known as the "good old boy" network, may
seriously impair the community's maximum potential for
learning and adapting to changing conditions. Rather, a

community that has T T

broad-based civic par- -
nside ...

ticipation, and encour-
1091 Conlesence Honltghs

ages citizen dialogue
and collaboration, more
closely resembies the
networked intelligence
of the human brain, and
is therefore better posi-
tioned to become a
learning ¢« ity.

pototien ot
o “mm“gmm‘ms .
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In addition, and also corresponding to brain functions,
the learning community is likely to be both specialized and
holographic. Adam Smith, Frederick Taylor, and other
scholars have analyzed the virtues of vocational specializa-
tion and its wealth generating potential. Specialization pro-
vides for the development of expertise and functional profi-
ciency, which increases economic efficiency. Without voca-
tional specialization, the community's reservoir of knowi-
edge is diminished and its capacity (o learn impeded. On the
other hand, the community's specialized functions must be
exercised in a highly interdependent fashion. Unless the
specialized components of the community work together
cooperatively, learning capacity again will be diminished.
This suggests, then, the need for holographic features within
the community to provide cohesion and integration. Citizens
must see the "big" picture, extending beyond their special~

ized pursuits, 10 a knowledge and concern about the entire ¥

community. In other words, citizens should be, metaphori-
caily speaking, encoded with the community's "DNA"—that
is, they should be unified on fundamental purposes, values,

and vision for the community at large. Some degree of unity -
is crucial before diverse elemenis of the community can.

effectively coflaborate—sharing knowledge and information
on a variety of community issues.

A learning community, which resembles an effectively
functioning brain, will be well positioned to "learn how to
learn” in the information age. This means, according to a
recent study, going beyond the routine collection and pro-
cessing of information to the actual creation of new insights
and knowledge (Nonaka and Takuchi, 1995). Community
collaboration is essential to gain fresh perspectives on com-
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munity issues—and creative insights require a community
dialogue which questions the status quo, old routines, old
standards, and old ways of doing business. A spirit of
innovation is imperative in order to build the learning
community.

Bowling Breens “Community of the Future*

r I "% he brain-like features of community learning capac-
ity just reviewed are currently being developed by the
Community of the Future project in Bowling Green

and Warren County. Under the auspices of the Bowling

Green-Warren County Chamber of Comumerce and Western

Kentucky University's Institute for Economic Development,

Bowling Green's Community of the Future project is part of

a network of over 30 communities in 15 states Involved in

establishing learning communities for the 21st century. The

project strongly encourages participating communities to
cultivate and develop the features common to the metaphor
of effective brain functioning: decentralized and networked
learning processes linked to both holographic and special-
ized designs. Although the Bowling Green effort has not
received much publicity, The Kentucky Long-Term Policy

Research Center noted in 1995 that "(in Bowling Green), the

Communities of the Future project has established a national

capacity building focus, emphasizing technology, citizen

networks, leadership development, and consensus democ-

racy” (Smith-Meilo, 1995 67).

Under this approach, the old paradigm of top-down
{elitist) community leadership is considered a major impedi-
ment 1o communily learning, growth, and development.
Rather, the Communities of the Future concept encourages
decentralized, broad-based citizen networks as the basis for
shared vision and on-going collaboration on community
issues, Communication technologies are expected 1o en-
hance these collaboration efforts. With a broader base of
diverse citizens participating and learning from one another
through collaborative efforts, the community's capacity to
iearn and adjust to changing circumstances is expected to be
enhanced. Specifically, the Center for Communities of the
Future has recommended the following elements in building
community learning capacity:

*  Allow a broader base of citizens to set the collective
agenda for any community.

* Design processes of citizen involvement to tap the
strengths of a community's diversity when develop-
ing a strategy for any important issue.

e Gain citizen ownership and support for specific
plans of community action.

With the consulting assistance of Rick Smyre, President
of the Communities of the Future, the Bowling Green project
has established a Steering Committee which is currently
exploring ways of building a learning community with
increased capacity for transformation in the Information
Age. This has involved some discussion about other projects
throughout the nation, including demonstration projects in
Covington, Lexington, Louvisville and Somersel.
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Form Ecanomy o Foundation for More Prosnerous Communiies

.

By feftery . Hall
ost of us hold strong feelings for farms and rural life
even though we are likely to be two to three genera-
A tions removed from them. We value the ideals of farm
life as a part of our history that is well worth preserving, A
drive through the countryside, past grazing cattle, the smell
of newly mown hay, and arrow straight rows of corn offers a
nostalgic escape from the rush of modern life. For many,
summer weekends on grandparents’ farm are an
idyltic childhood memory. -
But nostalgia can cloud our think-
ing. Without a frame of reference
for the demands of modern agricul-
ture, we lend 10 view farms the
way they used to be. But things 2
have changed dramatically, Ear- &8
lier this century, one third of the §§
nation’s population lived on a
farm. Today, only 2 percent of
Americans live on a farm and only 1
percent is actively engaged in produc-
tion agriculture. Because agriculture has
become so much more efficient over the past 40
years, Americans spent 40 percent less of their income on
food last year than they did in 1957. That translates into
$400 billion in extra disposable income in 1997 alone. We
have grown so accustomed to the abundance of our nation’s
food supply that this achievement is seldom recognized as
one of the most remarkable success stories of the century.
Instead, the economic contributions of agriculture are
often overlooked or even ignored. Many of us simply take
them for granted. But when viewed in terms of the web of
relationships agriculture involves, the economic potential of
farming is immense. If the objective of economic develop-
ment is 10 create new wealth and retain the wealth which
already exists, then farming and agriculture are a valuable
foundation on which to build more prosperous communities
throughout Kentucky. To do so, we must better utilize our
indigenous natural resources in ventures of valve-added
facturing and pre ing. We can no longer simply
mine, cul, or harvest our raw materials and send them
elsewhere. We must enrich our understanding of today’s
agricultural economy and seize more opportunities.

Dur Food & Fiber System

immense. Its marketing alone involves 17 percent of

T he expanse of the nation’s food and fiber system is
the U. S. workforce and contributes 14 percent 1o the

Jeffery Hall is Covrdinaior of Ag Projeci 2000, o siatewide economic
develppment initiative with the mission of increasing farm income. The
opinivns expressed here are his own.

total gross national product. Food processing, wholesaling,
retailing, food service, and marketing generated about $450
billion in income last year.

The contribution of farming to Kentucky's economy is
also significant, In 1994, according to the U.S. Census
Bureau, 400,000 Kentuckians relied on farming for employ-
ment either directly or indirectly. An estimated 113,602
people were employed on farms and another 87,220 em-
ployed in agriculture-related services, manufacturing, and
processing. Indirectly, it is estimated that another
200,000 people provided the final links be-
tween farmers and consumers. Conse-
& quently, more than one of four
working Kentuckians is in some
way linked to agriculture.

For states that recognize its
h enormous potential, this complex
web of economic relationships is
an invaluable resource that links
nations, states, counties, communi-

ties, and individuals. It can serve as a
common bond for the future. However,
this web of relationships did not occur by
accident and will not flourish without adequate
support and proper nurturing.

Moving Bp the Faod Chain

n order to cultivate a more vibrant farm economy in
I the Commonwealth, we must help farmers move up

.- the food chain whenever possible by adding value to
their original product. We must reduce dependence on mass
produced, low-profit, raw commodity production and help
farmers forge new marketing arrangements, integrate pro-
duction and marketing, and produce goods designed for
specific end uses and specific markels.

A recent report by Dr. James V. Worstell for the Office
for Environmental Quireach of the Kentucky Department of
Agriculture, Kentucky farms and markets: emerging policy
oppertunities, summarizes results from a series of 30 local
meetings held across the state. The constraints associated
with marketing farm products were identified as the key
barrier to sustaining Kentucky's farms. Meeting participants
concluded “. . . Kentucky will be able to create a more
profitable and solid foundation for the future in direct
proportion to the availability of new, sustainable marketing
opportunities for Kentucky farmers.”

Why is marketing so important? Because, since the turn
of this century, production agriculture has relied more heav-
ily each year on someone eise 10 do the marketing. These
intermediaries have made billions of doilars assuming a
responsibility that farmers have been reluctant to integrate
into thejr work. By nature, by training, and by desire, most



110

farmers are producers. They focus on growing things—not
on selling what they produce. Driving a $75,000 tractor or a
$100,000 combine is more important than using a $2,000
computer to access information about the best markets for
their products.

A long-term goal of processing more Kentucky-grown
agricultural products within the state will help close the gap
between farmers and markets. More importantly, it will |
increase farm income, add significantly to the r z
value of local small businesses, and expand |k
the total economic activity of the state. In-
creasing the number of local buyers also stim-
ulates competition for primary products, thus g
increasing market prices for farmers and cre-
ating additional income and employment in |k
both rural and urban areas. 1

Expanding Markels

arkets for agricultural producls have

been dramatically altered over the past
50 years, and most of the forces of &
change have originated with the con-
sumer. The marketplace now offers a
wider variety of consumer products
through a larger range of outlets. Today,
an estimated 240,000 different packaged food prod-
ucts are made by U. §. food manufacturers. In 1995
alone, nearly 17,000 new food products were intro-
duced to domestic and world consumers. In 1994,
consumers paid $540 billion for domestically produced food
items that left the farm gate valued at $115 billion; farmers
received only 20 cents of every $1 spent on food.

Where did the other 80 cents go? It went toward building
and maintaining the massive infrastructure that supports the
nation’s largest industry—the processing, packaging, distri-
bution and marketing of food products. Farmers produce
commodities that food marketers want in order to meet
consumer demand. As a consequence, farm income is more
closely linked to the ability to produce commodities than it
is to consumer demand. But when the production end of the
food chain becomes more focused on the consumer end, the
potential for increasing the farmer’s share is enormous.

Some of this nation’s most innovative entrepreneurs are
Kentucky farmers. Some cultivate thousands of acres while
others manage just a few. Some have adopted satellite
technology to pinpoint nutrient applications and monitor
crop yields. Others are raising crops with a predetermined
end use that makes livestock grow faster or allows cookies to
taste more consistent. Beef farmers in our state now forge
contracts in the export market before calves are even born.
Vegetable growers contract with urban residents to deliver
weekly baskets of organically grown produce. We are rais-
ing specialty cabbage in easiern Kentucky and gourmet
popcorn in western Kentucky.

Agriculture will continue to evolve and change because
it is market- and consumer-driven. Just as every other

consumers paid
$540 billion for
domestically

produced food
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industry has undergone reorganization and restructuring, so
too must farming. It does not necessarily have to become
industrialized or integrated to make the transition. Instead,
as entrepreneurs across the Commonwealth are demonstrat-
ing, the new farm economy has room for all types of farms.

Kentucky has clearly reached a crossroads in its histery.
At this juncture, we must work together to give the family
farm an opportunity to survive, State and local leaders must
=55 undersiand that decisions, albeit well inten-
fi|tioned, can have unintended consequences.
i| Policies crafied to preserve the family farm
could in fact stifle the growth needed to
i maintain our markets.

Reckoning with Tobasso's Fulure

iving small farms the chance to sur-
vive also means reckoning with to-
bacco’s future. Tobacco production is

state and it traditionally has been our most
valuable crop. Indeed, Kentucky is the most
tobacco-dependent state in the United States.
According to the U. S. Department of Agri-
culture, 17 of the nation’s 20 most tobacco-
dependent counties are in Kentucky. This is not only
reflected in the percentage of income that tobacco con~
7 tributes to Kentucky’s total farm cash receipts but what it
contributes to farm income in individual counties. In 1994,
the most current data available, the sale of tobacco ac-
counted for more than 5 percent of personal income in 26 of
our counties. While tobacco income as a share of total
personal income for the entire state is only 1 percent, its
importance is magnified at the local level. Not many other
subsectors within a local economy can claim such a share.

Tobacco production provides the income which allows
most of our smaller farms to exist. If the proposed tobacco
settlement makes its way through Congress and into law, it
must include provisions 10 assist tobacco producers and
tobacco-dependent communities. Even if the settlement fails,
and it very well may, we should still seek a portion of the
taxes collected on tobacco to be designated for agricuitural
development initiatives in tobacco-producing regions. Fed-
eral, state, and local governments already collect six times
more money from taxes on tobacco than farmers earn pro-
ducing the crop. It is hard to find another product which is
taxed as heavily. It is reasonable to seek some of this money
to assist tobacco-producing states with the economic transi-
tion ahead.

It is impossible to precisely predict how much Kentucky
farmers will earn from tobacco five years from now.
Whether more or less than today, we must focus on creating
new opporiunities for all of our farmers. Whether you call
them replacement crops or supplemental crops, the diversifi-
cation and growth of agriculture should be a priority for the
leadership of this state.
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griculture holds tremendous potential in Kentucky.
AAn estimated 88,000 farms cover nearly 14 million

acres of the state, and the farmers of this land hold
assets valued at an estimated $17 billion, The basic produc-
tion of farm commodities generated $3.1 billion in sales last
year, but it doesn’t end there. Just to produce their crops or
raise their livestock, farmers spent $2.7 billion for goods and
services, including expenses like feed =
and fertilizer, interest paid to finan-
cial institutions, local property taxes,
fuel and electricity, and wages to local
workers. An estimated $8 billion of
additional economic activity is gener-
ated in other sectors of the state’s
economy because of the many goods
and services that farmers and their
families buy. Agricultural product
processing and related activities al-
ready comprise one of the largest

Kentucky Agriculture

88,000 Farms

13.7 million acres of farms

4.4 million acres of harvested
cropland

$17.5 billion in farm assets
$1.6 dillion in livestock sales

$1.4 million in crop sales

$2.8 milliort in production

because we have so many small farms, farms dependent on
tobacco and farms which will not survive without tobacco,
we rank 20th when it comes to farm income.

Kentucky has, nevertheless, followed a national trend of
fewer farmers on larger farms. Just 3 percent of our farms
generate one half of farm income. These larger comumercial
farms generate annual sales of more than $100,000 annually.
According to the latest Census of Agriculture, 56 percent of

farmers in this state do not farm as their primary occupation.

They work at an off-farm job and
spend evenings and weekends tending
to their farm. They look for the farm
1o basically pay its own way and rely
on their off-farm income for family
living expenses.

Census numbers also show that
nearly 90 percent of Kentucky's farm
families depead on a family member
1o generate some off-farm income in
order to make a living, Even a farm
with sales of more than $100,000 of-

manufacturing sectors in the state expenses ten cannot generate enough net in-
economy. $44.8 million'in government come to sustain a family, since more
Because agriculture extends into payn}\ents than 70 percent of the income goes to

all arcas of Kentucky, realization of’
its potential could have a broad-based
economic jmpact. Every coumty in
Kentucky has some type of agricul-
ture. Income from farming exceeds|
$100 million in four Kentucky coun-
ties and $50 million in another nine
counties. In fact, 82 of our counties
have farm receipts in excess of $10 million. Leslie County,
the smallest county in terms of cash receipts, still generated
$200,000 in income for local farmers.

Agriculture’s impact extends well beyond our rural com-
munities. While the farm income in Jefferson County ranks
relatively low, the agricultural economy in the Louisville
area has a larger payroll than any other industrial sector,
including health care, banking, and automotive. It also is the
most productive industry in the Louisville area based on the
dollars in value added to products, according to a 1996 study
by the Louisville Area Chamber of Commerce's Agribusi-
ness Committee.

Contrary to most beliefs, Kentucky agriculture is diverse.
For 30 years farm income has been evenly divided between
crops and livestock. While tobacco, beef catile and horses
account for over half of farm income, seven different com-
modities generate more than $100 million in farm gate
receipts. Another 15 farm products had sales over $10
million. These statistics do not inciude the impact of forest
products, which many estimate to exceed $1 billion in
income at the primary and secondary industry level.

Importantly, Kentucky agriculture has a solid history on
which 1o build. For more than 25 years, Kentucky has been
home to more farmers than any other state east of the
Mississippi River. We rank fourth nationally, However,

- 99% o

Souree: U.S. Bureaw of the Cens
and Kenucky g

44% farm as main occupation
53 the average age of farmers
30%; of farmers under age 45

cover production costs.

Pusitioning Kenfucky for the Fulure

or 60 years, the federal govern-
F ment enhanced rural prosperity

by manipulating crop prices
and boosting farm income. A new era
began in April 1996 when Congress shaped a much dimin-
ished federal role and federal farm policy shifted to a more
market-driven strategy to raise farm and rural income. In
this new context, the greatest challenge farmers face is that
of anticipating and negotiating volatile prices for goods and
services, as well as those for their products. In the years
ahead, improvements to our marketing infrastructure, in-
cluding creative marketing alliances, can provide Kentucky
farmers,with the risk reduction tools to compete and prosper
in this new era.

Forwunately, we have a tremendous resource base. From
the fertile fields of western Kentucky to the tree-covered
mountains in the east and the productive lands between, we
have what it takes to farm here in Kentucky. We have the
rainfall to make our crops grow lush without irrigation and
the surface water to supply our livestock. We have a moder-
ate climate that offers a long growing season for plants and
places very little stress on livestock.

When our farm products leave the farm, we have a nearly
ideal location to reach the consumer. We are within a one
day drive of two thirds of U. S. consumers. We have more
than 2,000 miles of railroad tracks and commercial air
service at five major airports.

Given this enormous resource base, what must we do to
seize a greater share of the opportunity that awaits us?
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(,:learly. govemmeni h‘a‘\s a key' role to play in shaping
policies and processes that will enable Kentucky farmers to
ErOW IMOre prosperous,

State Government. Kentucky must make long-range in-
vestments in and enable dramatic expansion of preduction
and processing and encourage agricultural development.
Specifically, state government should designate two thirds of
the revenue (approximately $10 million) generated from the
current excise tax on tobacco products to agricultural devel-
opment. This would reallocate, rather than increase taxes.
Additionally, tobacco states should push for a portion of the
current federal excise tax (just 2 percent would generate
$120 million} on tobacco products to be returned to tobacco-
producing states for agricuitural development.

Kentucky Department of Agriculture. The Kentucky

Department of Agriculture should be restructured. Today,
two thirds of the Department budget goes toward consumer
protection rather than development of the state’s farm econ-
omy. The Department inspects gas pumps, calibrates scales,
monitors amusement tides for safety,  and regulates pest
control firms. Remaining funds are designated for commod-
ity price collection, animal health programs, and department
overhead. Little money remains to help the general farm
economy. Regulatory functions should be moved to another
agency, allowing the Department to define a clear mission of
serving Kentucky’s agricultural community, and the Com-
missioner of Agriculture should become an appointed cabi-
net level post in the Governor's Office.

Economic Development Cabinet. In recent years, the
Economic Development Cabinet has paid increased attention
to agriculture as a targeted industry. More than 9,000 new
jobs have been created in the food and wood sector of the
slate’s economy over the past three years alone. But Ken-
tucky needs to step up the pace of agriculture industry
recruitment and expansion. Given Kentucky's accessibility
to two thirds of the nation’s consumers, we can become a
central location for processing and transporting food and
wood products. The Cabinet for Economic Development
should review and change the criteria for providing incen-
tives to take into account the typically higher employment
multipliers for agriculture-related industries.

Agriculture in Kentucky could be one of the most afford-
able economic development strategies that any community
can employ. The basic infrastructure already exists and our
most important asset, human capital, is in place. Routine
agricuitural expansion is more affordable than recruiting a
new industry and the new wealth is created and spent locally.

Agriculture’s contribution to Kentucky is visible all
around us. From the farm to the consumer’s plate, the links
in this complex chain, however, often go unrecognized.
Agricultural development can help increase the wealth of our
citizens. But realizing its enormous potential will require a
serious commitment and a combined effort, not just from
agriculture, but from everyone who benefits from a more
prosperous Kentucky. ¥
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EThe Kentucky State Budget Game (1997). An
interactive learning 100!, this computer game puts players,
students and interested citizens alike, in the seat of power.
They make tough policy choices, balance the budget, and
walch public support rise and fall. Can be downloaded from
the Center"s website or ordered on diskette.

3 Exploring the Frontier of the Future (1996). The
Center’s second biennial trends report includes 30 articles
on the trends that are influencing the Commonwealth’s
future by some of the state's leading experts.

3 Forecasting Kentucky’s Environmental -Futures

| (1996). A collaborative effort of the Kentucky Institute for

the Environment and Sustainable Development and the
Cabinet for Natural Resources and Environmental Protection
to forecast possible environmental futures.

(3 $5.8 Billion and Change: An Exploration of the
Long-Term Budgetary Impact of Trends Affecting the
Commonwealth (1996). An analysis of alternative future
budgetary scenarios, driven by key trends influencing the
future of the state.

£ Choosing Prosperity: Maximizing Returns on Public
Investment in Workforce Development (1996). An
exploration of strategies for meeting the needs of Kentucky
workers and workplaces in-a'cost-effective manner:>

A Visioning Kentucky’s Future (1996). Results of a
ground-breaking effort to capture the ideas of citizens in a
vision for the future of the Commonwealth, goals for
realizing it, and benchmarks for measuring our progress.

€3 Sctrming Kemteoky 1995: The Year in Review (1996). A
report on the issues 1995 scans suggest will have an impact
on the Commonwealth in coming years.

£ Reclaiming Community, Reckoning with Change:
Rural Development in the Global Context (1995). A
report ‘on the transformational poteniial of broad civic
engagement and initiatives focused on increasing the
capacily of communities to engage in self-development.

£1 Farms, Factories and Free Trade: Rural Kentucky in
the Global Economy {1995). An in-depth look at global
prospects for rural industries and strategies for success.

€3 The Context of Change: Trends, Innovations and
Forces Affecting Kentucky’s Future (1994). Now in its
second printing, the Kentucky Long-Term Policy Research
Center’s inaugural biennial report on issues that are likely to
influence the future of the Commonwealth.

The Future of Burley Tobacco: Potential Qutcomes,
Points of Leverage and Policy Recommendations
(1994). A quantitative analysis of factors thai are likely to
influence the market for burley tobacco and, in turn, the
tivelihoods of Kentucky tobacco farmers over the next
decade.
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Kentucky’s (Phase 1) Tobacco Settiement Funding Program

Jeff Hall, Will Snell, and Craig Infanger
University of Kentucky, College of Agriculture
(April 2000)

Background Information

The Master Setllement Agreement (MSA) between the major domestic cigarette
manufacturers and 46 states provides $208 billion over 25 years to compensate states for
past smoking-related expenses. Kentucky's share of the MSA (commonly referred to as
Phase | of the National Tobacco Settlement) totals $3.45 billion over this 25 vear period.
These funds are completely separate from the National Tobacco Grower Settlement Trust
fund (Phase 1), which provides twelve years of direct compensation to U.S, burley and flue-
cured tobacco quota owners and growers for. losses atiributable to the MSA. This fact sheet
summarizes the agricultural component of the Kentucky Phase 1 Tobacco Setilement
Program as passed by the 2000 Kentucky General Assembly. The entire bill may be
reviewed by clicking on the "Master Tobacco Settlement ~ HB811” iocated on: the Kentucky
Legislative Home web page at hitp:/www.Irc.state ky. usthome him.

Allocation of Funds

The 2000 Kentucky General Assembly voted to allocate 50 percent of the Kentucky's MSA
funds for fiscal years 2001 and 2002 to agriculture, with 25 percent being allocated to early
childhood development programs and 25 percent to health care initiatives. The tofal MSA
(Phase 1) funds available for Kentucky agriculture for the biennium fotal approximately $180
million. The funds will be deposited into an agricultural development fund called the Rural
Development Fund. Forty million dollars from this fund will be available to ensure that
Kentucky's National Tobacco Grower Settlement Trust (Phase i) fund will not fall below
1989's funding fevel of $114 million. Sixty five percent (approximately $81 million) of the
remaining funds will be available to a state agricultural development board for statewide
projects,-with the remaining 35 percent (or approximately $49 million) allocated to a “Counties
Account” for distribution to applicants within individual counties as submitted by individual
county councils. Funds not-spent in any fiscal year shall roll over into the next fiscal year.

Aqricultufal Development Board

The General Assembly formed the Agricultural Development Board to administer the
program. The board consists of the following 15 voting members:

Governor, who will serve as chair

Commissioner of Agriculture, who will serve as vice-chair

Secretary of the Cabinet for Economic Development

Director of the Kentucky Cooperative Extension Service

seven active farmers

one representative of the Kentucky Farm Bureau

one representative of the Kentucky Chamber of Commerce -- an agribusiness person
one attorney with farm experience and familiarity with agriculturat policy

one agricultural lender
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A majority of the voting members shall be active farmers. Board terms are four years with
initial appointments having staggered terms. The first meeting must be held by August 1,
2000, followed by regular monthly meetings.

Duties of the Agricultural Development Board

The duties of the board shall include, but not be limited to:

+ Administering the Rural Development Fund

+ Developing guidelines and criteria for eligibility and disbursement of funds

» Developing a comprehensive short and long-term plan for Kentucky agriculture

s Providing monthly reports to the Tobacco Settlement Agreement Oversight Committee

+ Providing annual reports to the Governor, Tobacco Settlement Agreement Oversight
Committee, Commissioner of Agriculture, and the Legislative Research Commission

‘The Agricultural Development Board shall create committees including, but not limited to:

Access to Capital Committee

Environmental Cost Share Committee

Marketing and Entrepreneurship Commitiee
Technology, Infrastructure, and Training Committee
Farmland Preservation Committee

Technical Issues Advisory Committee
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These “advisory” committees will consist of board members (and others solicited by the
committee) with expertise in the program(s) overseen by the committee.

Tobacco Settlement Agreement Fund Oversight Committee

A permanent subcommittee of the Legislative Research Commission is created to review all
proposed expenditures of funds. The subcommittee will have 12 members, six members from
the House and six members. from the Senate. The subcommittee will review all projects
being considered for funding and make recommendations to the Agricultural Development
Board. . :

Programs Receiving Direct Funding from the Board

o Farm Market Development & Infrastructure Program -~ develop regional farm markets
and regional or community projects

» Agricuftural Enfrepreneurship Program -- support small farm agricultural diversification.
The board is authorized to establish a Center for Entreprensurship to administer this
program.

Programs Receliving Direct Funding from the General Assembly

* Environmental Stewardship Program — provide cost share assistance to farmiand
owners for compliance with t